Message

From: Birgfeld, Erin [/O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=3383BC15DD5542E5BFF5C3DE13BAIBF2-EBIRGFEL]
Sent: 10/5/2015 9:20:25 PM

To: Grundler, Christopher [fo=Exchangelabs/ou=Exchange Administrative Group
(FYDIBOHF235PDLT)/cn=Recipients/cn=d3be58c2cc8545d88cf74f3896d4460f-Grundler, Christopher]
CC: Bunker, Byron [/o=Exchangelabs/ou=Exchange Administrative Group

(FYDIBOHF23SPDLT)/cn=Recipients/cn=ddf7bcf023d241a9a477a2dc75d5901c-Bunker, Byron]; Cohen, Janet
[/o=Exchangelabs/ou=Exchange Administrative Group
(FYDIBOHF23SPDLT)/cn=Recipients/cn=d94b854e69cd4f9e80db946bf9d1c1b2-Cohen, Janet]

Subject: FW: Volkswagen Clips 10/5/2015

Hi Chris,

Your guotes are highlighted, In my opinion they are all good, and without them the story would have been much worse
for us.

| didn’t see anything innacurate, but | should have forwarded to Byron and folks earlier for review,

Laura hasn't spoken to the reporter about this as far as L know..

-Erin

From: Allen, Laura

Sent: Monday, October 05, 2015 2:05 PM

To: Gong, Kristiene; Purchia, Liz; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: Volkswagen Clips 10/5/2015

WaPo story posted. Chris outlined a variety of points that are not included so Erin is putting together a blog to highlight
those points.

Washington post
The EPA closed the Iab that might have causht VW vears agp

By Peier Whoriskey October 5 at 10:48 AM
More than 20 years ago, an engineer at the Environmental Protection Agency invented a device that allows technicians
to measure the emissions of a car as it is out driving in the real world.

Had the device, then known as ROVER, been used by the EPA to screen cars, it would have detected Volkswagen’s
cheating long ago, former engineers for the EPA said.

But the Alexandria, Va. lab where the testing device was developed was closed by the EPA about 2001, and the
contractors who worked there laid off. The pilot program that used the new devices to test cars from emissions
compliance on the road did not continue, officials said.

“When this all came out in the news about VW, my first thought was, "Wow, we could have been all over this,”” said
John Lux, testing manager at the lab.
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“It's a coulda, shoulda, woulda situation,” said another engineer from the lab who requested anonymity because he still
contracts with the government. The testing in Virginia “would have detected the Volkswagen issue immediately.”

The news that Volkswagen cheated on car emissions tests for eight years has led to criticism that the pollution checks by
the EPA have been too passive.

Agency officials have defended their efforts, and said that they will step up the scrutiny. They said the Virginia lab was
closed because it was “outdated” and that its resources were better used at its larger testing facility in Ann Arbor.

But the closure of the Virginia Testing Laboratory suggests that they had the opportunity years ago to make emissions
tests more comprehensive.

For years, the EPA has checked car emissions by running tests in a laboratory: the cars spinning their wheels on rollers,
while scientists sample and analyze the exhaust.

But as Volkswagen engineers have illustrated, such tests can be cheated. In the Volkswagen case, the cars could detect
when they were undergoing a lab test, and when they did, they reduced their emissions. Then, once out on the roads,
those cars emitted as much as ten times the legal limts of the pollutants known as nitrogen oxides.

It wasn’t until an outside group, the International Council on Clean Transportation, decided to test the cars out on the
roads, that the Volkswagen deception was uncovered.

Now many environmental groups and others, are pushing for broad use of those road emissions tests invented in early
1995. The advocates of more road testing note that the Volkswagen deception has been underway since 2008 and was
detected almost accidentally — and not by the EPA.

Moreover, they argue, emissions violations are not new — Volkswagen is not alone. Other vehicle and engine makers
have been caught in similar violations, though their transgressions involved far fewer cars. Volkwagen’s involved about
11 million world-wide.

Among those pushing the government to conduct more of the road test emissions is the environmental group Center for
Biological Diversity, which filed a legal petition last week, demanding that the EPA conduct real world testing of all diesel
cars going back to model year 2009.

“There’s no good reason for EPA not to employ every method possible to detect fraud and protect public health and our
climate,” said Kristen Monsell, an attorney for the group. “The Volkswagen debacle ought to be a wake-up call for the
agency to make that happen.”

Current EPA officials disputed the idea that the real world emissions tests, known as ROVER, would have detected the
Volkswagen emissions trouble.

“The problem with such hypotheticals is that no one can know what would have happened in those cases,” the EPA said
in a statement.
For example, EPA officials said, the same Volkswagen engine software that defeated the lab tests might have been

configured to defeat the road tests, too.

But experts said that would be unlikely because a road test is unlikely to follow an easily detectable pattern. And
without one, it may be close to impossible for a car to know it is being tested.

Indeed, several emissions experts, as well as the former chief of the EPA’s emissions office, have said that the ROVER
device would have detected the Volkswagen deception.

The idea for real-world testing arose out of an insight by Leo Breton, an engineer at the EPA during the ‘90s.
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Breton’s job was to oversee the lab testing of auto emissions carried out by a contractor at the Virginia Testing
Laboratory. In the lab tests, cars are put on rollers, and test drivers accelerate and decelerate according to a set pattern,
while the output is measured and analyzed.

“I kept wondering whether the emissions numbers being calculated during the lab tests had anything to do with reality,”
he said.

One of the reasons Breton was skeptical of the lab tests’ accuracy is that he saw the test drivers become expert on the
test course. That expertise meant that they would step on the accelerator less often than drivers in the real world, and
that, in turn, meant that the test cars would show lower emissions.

The test driver also “doesn’t have to worry about traffic, or weather, or potholes,” Breton said, and so drive very
efficiently. “In the real world, a driver has to step on the gas a lot more.”

The practical challenge he faced was this: How to measure emissions while a car is out on the road? Breton rigged a test
apparatus, using a borrowed gas analyzer, to record emissions in the real world. It was improvised because he had no
budget. During tests, they stashed the equipment in the backseat, connected a hose to the tailpipe, and set out to
measure the pollutants.

It turned out that his suspicions were well founded. What the real world tests showed is that there is a gap between lab
tests and real world tests of about 10 to 20 percent, generally.

Gaps of that magnitude were deemed normal. But the equipment also turned up cases where the gaps were much,
much larger, and in some of those cases, the road tests were used to show that manufacturers were failing emissions
standards.

The first time his device was put to official work, the EPA determined that Cadillacs were emitting three times the
permitted amount of carbon monoxide whenever the car’s air-conditioner was in use.

In 1997, it turned up problems with Ford Econoline vans and in 1998, similar problems turned up at seven
manufacturers of heavy-duty engines.

The engineers then started a pilot program to test more cars with ROVER, but about 2001, EPA officials closed the
Virginia Testing Laboratory.

Chris Grundler, the head of the emissions office at EPA, said the road tests were not regularly used to check diesel car
compliance because, compared to trucks, they emit only a small fraction of the pollution.

That car testing “didn’t continue because it didn’t rise to the top of our priority scheme,” he said
Grundler said that he supports checking car emissions using both kinds of tests: those run in the lab , which are more
accurate and predictable, as well as those done on the road, which offer the advantage of testing in real world

conditions.

“We're getting calls that the dynamometers [the lab tests] are obsolete — but that's just wrong,” Grundler said. “The
point is to do this work, you have to do both.”

He noted that for years the EPA has been using the road tests to measure the emissions of heavy-duty engines.
Michael P. Walsh, former EPA official overseeing car pollution efforts during the ‘70s, and winner of MacArthur

Foundation “genius” grant in 2005, said he supports efforts to broaden the use of road tests to detect emissions
discrepancies.
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“We know we've been burned before, and there may have been other cases that we missed,” Walsh said. “The way |
would look at it is that the first priority is to check the largest sources of pollution — that would be trucks. But you would
also do random testing of other engines just so that the industry knows that EPA is looking.”

Staff researcher Alice Crites contributed to this report.

From: Gong, Kristiene

Sent: Wednesday, September 30, 2015 3:37 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/30/2015

Reuters:
Wit/ Awwew reuters, comt/article /2005 /0%/30/column-Trankel-dUSLINI 202 EM201 50930

COLUMN-Which court will hear Volkswagen class actions?: Frankel
{(The opinions expressed here are those of Alison Frankel, a columnist for Reuters.)
By Alison Frankel

(Reuters) - Here's how fast class actions against Volkswagen are proliferating.

Last Tuesday, when the California firm Morris Polich & Purdy filed the initial motion to consolidate litigation by VW
owners who claim they were tricked by the automaker's "clean diesel" claims, its brief cited "at least 20 actions” in
seven jurisdictions. A week later, according to a brief by Lieff Cabraser Heimann & Bernstein and Seeger Weiss, the
number was up to 175 suits.

As of Wednesday, VW and Audi owners whose vehicles have been tainted by the emissions scandal have filed class
actions in at least 40 federal jurisdictions in 30 different states.

Obviously, those cases will be consolidated by the Judicial Panel on Multidistrict Litigation, which is scheduled to hear
about the VW class actions at its Dec. 3 meeting in New Orleans. But where the consolidated litigation should take place
is already being hotly debated by plaintiffs' firms.

Six jurisdictions have been floated so far by different lawyers for car owners. (VW has not yet signaled whether it agrees
the cases should be consolidated and, if so, where.)

Three of the six suggestions have to be considered far-fetched. Birmingham, Alabama's best claim on the litigation, for
instance, is its proximity to VW facilities in Georgia and Tennessee, according to a brief from Heninger Garrison Davis.

Cleveland, Ohio? The judges there are very good at handling MDLs but don't have very many of them, says Spangenberg
Shibley & Liber, which happens to be based in Cleveland.

According to Robert Hilliard of Hilliard Munoz & Gonzales - one of the plaintiffs' lawyers leading the litigation over GM's
faulty ignition switch - the VW cases should go to Corpus Christi, Texas because - well, because Hilliard thinks very highly

of the trial judges in his home court.

The more compelling candidates for the VW MDL are Los Angeles; Newark, New Jersey; and Alexandria, Virginia, all of
which have also been proposed in filings with the MDL panel.

New Jersey, which is backed by Lieff Cabraser and Seeger Weiss, is Volkswagen's state of incorporation in the U.S. and is
the home of the company's U.S. engineering and environmental office as well as other VW corporate operations.
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New Jersey is also easily accessible to air travelers from Germany, where Lieff and Seeger Weiss assert the supposed
emissions-evading scheme was devised and executed.

The "rocket docket"” of Eastern Virginia was proposed by Burns Charest, which can't be accused of hometown
chauvinism because it is based in Dallas.

Virginia is the headquarters for the U.S. operations of Volkswagen and Audi, making it "their nerve center and the center
of their decision-making process,” the Burns firm said. (Clearly, the plaintiffs will have to do some digging to figure out
which continent was actually the site of VW's fateful emissions-rigging decisions.)

Burns Charest also points out that Alexandria is a mere 200 miles from Morgantown, West Virginia, where researchers
from University of West Virginia first exposed VW's manipulation of the cars' emissions. (For however much that is
worth.)

VW sold more "clean diesel"” cars in California than any other U.S. state, and more class actions by car owners have been
filed there than anywhere else, according to a brief filed Wednesday at the JPML by Bernstein Litowitz Berger &
Grossmann.

Federal judges in Los Angeles, in particular, have already handled sprawling products liability litigation against Kia and
Hyundai, which were accused of misrepresenting their fuel efficiency, and against Toyota in the sudden acceleration
litigation.

Moreover, according to Bernstein Litowitz and Morris Polich, which is also pushing for consolidation in Los Angeles, the
California Air Resources Board helped expose the VW scandal. Its investigative records and important witnesses are
already in the state, as is the largest VW testing and product development center outside of Germany.

The plaintiffs' firm Cotchett Pitre & McCarthy makes some of the same California-centric arguments in its brand new
brief but argues for consolidation in federal court in San Francisco rather than Los Angeles.

Lawyers in the VW case have until Oct. 20 to file briefs backing one of these courts or proposing a different jurisdiction
to oversee the litigation. VW's brief will be especially interesting.

This has the makings of a gigantic case.
Some of the consolidation motions assert that clean diesel cars are worthless because they can't pass some state

emissions tests and dealers won't take them back. We are probably years from any judicial decision on that allegation -
but VW had better be thinking now about which judge it wants to make that determination.

LA Times:
hitoy fweenw latimes.com/dbusiness/la-fl-hy-wwe-and-audi-green-car-awards-20150030-story. hitml

VW and Audi give back Green Car of the Year awards Audi A3 TDI diesel
By CHARLES FLEMING

For the environmental black marks they've received, Volkswagen and Audi have been asked to give up the green.

The two car companies, embroiled in a widening scandal for their part in cheating on auto diesel emissions tests, have
lost the prestigious Green Car of the Year Awards they won for their 2009 Jetta TDI and 2010 Audi A3 TDI.
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The two "clean" diesel vehicles are included in a batch of 11 million cars worldwide that VW has admitted are fitted with
a "defeat device" designed to trick emissions testing. Both vehicles are on the list of cars the Environmental Protection
Agency has charged with emitting as much as 40 times the permitted levels of dangerous pollutants.

That batch of cars includes diesels fitted with 4-cylinder engines built by VW, among them 2009 to 2015 VW Jetta, Golf,
Passat and Beetle cars, plus the Audi A3.

The awards were taken away by Green Car Journal, whose editor and publisher announced his decision Tuesday night.

“Rescinding the Green Car of the Year awards for the VW Jetta TDI and Audi A3 TDI is unfortunate but appropriate,” said
Ron Cogan.

Attempting to make a virtue of a necessity, Audi of America President Scott Keogh said in a statement, "Audi has won
hundreds of races and thousands of awards throughout its history. But we only want to win fair and square. Therefore,
in light of recent developments, we believe the only right thing to do is to return this important recognition of
environmental stewardship."

Volkswagen of America has also agreed to return its award.

The annual Green Car of the Year award is meant to encourage automakers to continue building vehicles that combine
performance, efficiency and low emissions.

Winners for the last several years have been the 2015 BMW i3, 2014 Honda Accord and 2013 Ford Fusion -- the latter
two for their entire family of gas, hybrid, and plug-in hybrid models.

From: Gong, Kristiene

Sent: Wednesday, September 30, 2015 10:20 AM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/30/2015

Reuters:
hitee/ fuloreuters.comdartice/ 2015709/ 30/ uk-vollswagen-emissions-1UKKCNORUIISFZ0 150830

VW readies external inquiry into emissions scandal - source
BERLIN | BY ANDREAS CREMER

Senior Volkswagen officials will examine on Wednesday findings from an internal investigation into its rigging of vehicle
emission tests and prepare for an external inquiry, a source familiar with the matter told Reuters.

The executive committee of the German carmaker's supervisory board will gather on Wednesday evening at its
Wolfsburg headquarters to assess the initial results of the internal inquiry into the biggest business-related scandal of its

78-year history, said the source, speaking on condition of anonymity.

A representative of U.S. law firm Jones Day, which has been appointed to lead the external investigation, will attend part
of Wednesday's meeting, the source added.

Europe's largest carmaker has admitted cheating in diesel emissions tests in the United States. Germany's transport
minister says it also manipulated tests in Europe, where Volkswagen sells about 40 percent of its vehicles.

It is under huge pressure to get to grips with a crisis that has wiped more than a third off its market value, sent shock
waves through the global auto industry and could damage Germany's economy.

ED_002078G_00013198-00006



New Chief Executive Matthias Mueller, who took over from Martin Winterkorn last Friday, has promised to find those
responsible and to create a new business culture.

"Those people who allowed this to happen, or who made the decision to install this software -- they acted criminally.
They must take personal responsibility," supervisory board member Olaf Lies told the BBC.

Winterkorn, CEO for almost nine years, is being investigated by German prosecutors over allegations of fraud. The
company suspended three top engineers on Monday and two sources familiar with the matter said on Wednesday that

communications chief Stephan Gruehsem was expected to step down.

Investors view an external investigation as particularly important, given the close links of Mueller and chairman-
designate Hans Dieter Poetsch to the Piech-Porsche clan that controls Volkswagen.

Shareholder advisory firm Hermes EOS said on Monday it had "real doubts"” about Volkswagen's decision to appoint
company insiders to top jobs to tackle the crisis.

MANAGEMENT FOCUS

Volkswagen said on Tuesday it would refit up to 11 million vehicles installed with the "cheat" software in one of the
biggest such recalls by a single automaker. It has promised to submit details to regulators next month.

Johannes Kleis, communications chief for the European Consumer Organisation, told Reuters it was pressing Volkswagen
to give customers information as quickly as possible about any implications for fuel consumption and emissions.

“Time is of the essence," he said.

But analysts say the refit may not be straightforward, and Volkswagen's Czech division Skoda has informed the
government in Prague that it will need until the end of October to find a technical solution.

Around 1.2 million Skoda vehicles are affected.

Manipulating emissions results allowed Volkswagen to keep down engine costs in a "clean diesel" strategy that was
popular in Europe and at the heart of a drive to improve U.S. results.

The source familiar with the matter told Reuters an engineer questioned in the company's internal probe had warned of
illegal practices in emissions measurement as far back as 2011, but that no action was taken.

On top of its own inquiries, Volkswagen faces investigations by regulators and prosecutors across the world, plus
potential lawsuits from customers, investors and environmentalists.

Some analysts are concerned management will be so preoccupied with the crisis that they will not have enough time to
focus on rebuilding the brand and tackling long-standing areas of underperformance, such as the mass-market VW

division, flagging sales in China and a struggling U.S. business.

In a sign of the potential impact of the scandal, a car valuation tracking guide on Wednesday said the value of used
Volkswagen diesel cars sold in Britain trailed the wider market in September.

Industry publication Green Car Journal also said on Tuesday it was rescinding "Green Car of the Year" awards given to
Volkswagen's 2009 VW Jetta TDI and 2010 Audi A3 TDI models.

However, Skoda said it had not seen any impact on sales or orders since the crisis erupted, and analysts said a halving in
sales tax on small cars in China could provide a boost to Volkswagen.
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At 1220 GMT, Volkswagen shares were up 1.9 percent at 96.95 euros. The stock has seen about 28 billion euros (£20
billion) wiped off its market value since the crisis began.

Volkswagen's troubles have been an embarrassment for Germany, which has for years held it up as a model of its
engineering prowess and has lobbied against some tighter regulations on automakers. The German car industry employs
more than 750,000 people and is a major source of export income.

German Finance Minister Wolfgang Schaeuble said on Wednesday the crisis did not pose a danger to the country's
economy, Europe’s largest, but added: "In the end, VW will not be the same company it once was. A lot will change from
a structural perspective."

Car manufacturers fear the crisis could lead to more costly regulations and hit sales of diesel cars.

Reuters:
hito/fenww reuters.com/article /201509730 volkswagen-emissions-technology-iIdUSLINL I 2277201 50930

RPT-lilegal VW diesel emission systems may require two solutions
By Paul Lienert and Joseph White

{Reuters) - Volkswagen AG 's promise to fix pollution control systems on about 11 million diesel vehicles will involve
changes to software, and possibly hardware, that could leave owners with cars that deliver diminished fuel economy
and performance or require more maintenance, experts said Tuesday.

The German automaker's new chief executive, Matthias Mueller, said Tuesday VW customers would need to have those
diesel cars "refitted." The company did not specify what the refitting might entail. Some analysts have said the job could
cost more than $6.5 billion.

A former executive of Volkswagen's U.S. operation said Tuesday the company may be required to change only software,
and not hardware, to bring older diesel models now deemed illegal into compliance with U.S. emissions standards.

Other experts and U.S. regulators said the German automaker likely will have to come up with two sets of solutions for
two different emission-control systems installed on 482,000 U.S. diesel cars from model years 2009-2015.

VW has admitted using software that circumvented U.S. and California pollution rules by fully activating the exhaust
scrubbing systems only when the car was being put through precisely prescribed government emissions tests.

VW hasn't said why it used the illegal "defeat device" to deceive regulators. But the results, at least in the short term,
were beneficial: VW was able to pass laboratory tests that showed its U.S. diesel cars met the relevant regulations, but
then switched off the emission control devices while driving.

The benefits of switching the pollution control systems off were different depending on which system the vehicles used,
experts said.

VW initially installed the illegal software, beginning in late 2008, on 2.0-liter four-cylinder turbo-diesel engines fitted
with devices known as "lean NOx traps," designed to reduce nitrogen oxides in engine exhaust. Nitrogen oxide emissions

have been linked to smog, acid rain and lung cancer.

EPA on September 25 said it would take longer to fix older VW diesels from model years 2009-2014 that used the lean
NOx traps.
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Any device used to control nitrogen oxide emissions typically "diminishes the performance and fuel economy" of diesel
engines, according to automotive consultant Sandy Munro.

Older VW diesels could be made to function properly with a software fix, said Marc Trahan, who retired in late 2014 as
executive vice president of group quality after a 35-year career with VW and its Audi subsidiary. They should not need to
have newer hardware installed, which would take much longer, require extensive "re-engineering” and be cost-
prohibitive, he said.

Beginning in 2012, Volkswagen offered the same 2.0 TDI engines with a more sophisticated and expensive emissions
control system called Selective Catalytic Reduction. These systems, which debuted on VW's largest car, the Passat,
injected a liquid urea solution into the exhaust to break down the nitrogen oxides.

These systems also had software that turned them off during normal driving, the company has admitted. The
consequences of running the systems all the time will be different for consumers than the older, NOx traps.

Ideally, the urea solution used to control smog-forming gases is supposed to be replaced every 10,000 miles, typically by
a dealer, but VW encountered potential problems.

On newer models with the SCR system, Trahan said there were concerns within the company about the urea
consumption being so great that it would require separate "fill-ups" every 5,000 miles, rather than the desired 10,000-
mile intervals that are typical between engine oil changes.

A software update on the newer diesel models equipped with SCR devices could lead to "reduced vehicle performance
and fuel economy and increased urea use," said analyst Kevin Riddell of LMC Automotive. The new software "also will
have an impact on resale value and potential marketability," he said.

Financial Times:
httofwww froom/fintfoms/s/0/ Leeedd86-6691-11e5-9740-14568 7760415 himBaxzz 3nSsmbn¥?

Volkswagen, its software and the psychology of cheating
Michael Skapinker

What is startling is that the VW affair does not appear to fit into any category of corporate scandal

Shortly after | joined the Financial Times in 1986, the Guinness affair exploded. The company had offered financial
inducements to associates to support its share price during the takeover of Distillers, another drinks company. The chief
executive and two others went to jail.

| have followed many corporate scandals since: banks mis-selling financial products, drug companies hiding adverse
research results and bribing doctors, dodgy accounting, Libor manipulation.

Even amid this list of shame, Volkswagen’s use of sophisticated software to detect when its diesel cars were being
tested, and to spew out illegal levels of nitrogen oxides when they were not, is striking in its apparent villainy.

Most corporate scandals follow one of three patterns. The first is that the law is unclear. Many have been testing its
boundaries, and those who are finally blamed, fired or jailed either went too far or were selected by prosecutors or
regulators to be made examples of.

The Guinness affair fell into this category. As Richard Lambert, later the FT's editor, wrote then, there were “grey areas

between the boundaries of the law and accepted City practice” and the actions of those arrested “were not so different
from those which had earned them plaudits and rich rewards in other times”.
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Some, but not all, accounting scandals fall into this category too. Accounting is not an exact science and clients may be
desperate for a slight extension of what the auditor accepted last year. The stretching goes on until the company
collapses and the auditors are, humiliatingly, fined.

The second category of scandal is where the miscreant company sells customers something that does not help them, or
hurts them. The company doing the selling rationalises that it is really up to the customer to decide whether they want
to buy it or not. Some of the financial service mis-selling fell into this category, although some involved outright
deception.

The third category of scandal occurs because “everyone is doing it” and your company will suffer if you do not. This
covers everything from possibly legal but reputation-damaging manoeuvres such as routing profits through low-tax
jurisdictions to crass immorality such as covering up adverse drugs trials and criminal activities such as Libor-rigging and
bribe-paying.

If we do not do it, when everyone else does, the justification goes, we, our employees and our shareholders will all be
worse off.

Assigning malpractices to these categories does not excuse or justify them in any way. But it helps to explain how they
happen.

There are few outright crooks in business. Most people who end up doing wrong drift into it. They push the limits and
then, when that year’s sales target is a little out of reach, they push a little more.

Their misbehavior is adjacent to their previously acceptable behaviour and, when the regulator levies a huge fine, or the
police arrive at the door, it takes some time, thinking back, to identify the moment when they crossed the line.

What is startling about the Volkswagen affair is that it does not appear to fit into any of these categories. There was no
grey area. The law set an emissions limit, and the VW models, when they were on the road, exceeded them. The
company covered this up with an algorithm that reduced emissions to legal limits during testing.

VW’s behavior also did not fall into the category of letting the customers decide. The customers were as deceived as
everyone else.

As to the third category, was everyone doing it? We will have to see what emerges. But while other manufacturers may
have been gaming the emissions regime by, for example, recharging batteries before testing, so far no other company
has been found to have used VW-type “defeat devices”.

Devising a system to detect when a car is being tested surely required planning, expertise and a specific decision. It must
have required forethought. It is not something you can drift into through incrementally deteriorating behavior.

We will find out more about who at VW was responsible and why they behaved as they did through regulatory inquiries,
class action suits, and — surely — criminal prosecutions.

All corporate misbehavior is reprehensible. But VW’s has taken us into different territory.

From: Gong, Kristiene

Sent: Tuesday, September 29, 2015 3:06 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/29/2015
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AP {via US News):
hito: /fwww usnews.com//naws/business/articles /Z015/09/28 fvw-scandal- W8 -million-commerciabvehicles-affectad

VW Scandal Involves Numerous Brands
Volkswagen emissions scandal involves commercial vehicles, SEAT brand; technical fix due October.
Legal experts say the German automaker is likely to face significant legal problems, including potential criminal charges.

BERLIN (AP} — Volkswagen's commercial vehicles and cars from its Spanish unit SEAT are among the 11 million fitted
with a diesel engine that can cheat on emissions tests, the company said Tuesday.

Volkswagen AG has admitted using a piece of engine software to cheat on diesel car emissions tests in the U.S., where
authorities say there are 482,000 such cars. The company says that up to 11 million vehicles worldwide were fitted with
the engine in question.

The company said it would present authorities with its "technical solutions and measures" to fix the problem in October.
Not all of the 11 million vehicles, however, would have had the software activated, according to new CEQ Matthias
Mueller.

Details have emerged gradually of how many were made by which VW division. Guenther Scherelis, a spokesman for the
commercial vehicles unit — which makes vans and pickups — on Tuesday confirmed that 1.8 million of its vehicles were

affected. He didn't give further details.

Spanish subsidiary SEAT said it fitted 700,000 vehicles with the EA 189 diesel engines in which Volkswagen has said there
are "discrepancies."”

SEAT said the cars were sold worldwide and it was seeking to determine how many were sold in each market.

Also fitted with the suspect software were 5 million VW brand cars, 2.1 million Audis and 1.2 million Skodas.

SEAT and Volkswagen-Audi Spain on Tuesday ordered a suspension of sales of all SEAT, Volkswagen, Audi, Skoda and
Volkswagen commercial vehicles with the EA 189 diesel engine. It said this decision would affect 3,320 vehicles currently
in stock.

In a speech to VW managers Monday evening, newly appointed CEO Mueller said that the offending software was
activated only in part of the cars fitted with the engine, so "we expect that the number of vehicles actually affected will

be smaller," according to extracts released by the company.

He said customers will be informed in the coming days that their vehicles need work and authorities will be presented
with "technical solutions" in October.

Mueller said that, alongside the company's internal probe, Volkswagen's supervisory board has commissioned an
external investigation by U.S. law firm Jones Day, and "that will start very quickly."

"Along road and a lot of hard work lie ahead of us," he said.

The German government last week set up a commission of inquiry on the scandal. Transport Ministry spokesman Martin
Susteck said that the panel is in contact with the U.S. Environmental Protection Agency.

In Brussels, European Union Industry Commissioner Elzbieta Bienkowska was scheduled to meet Tuesday with
Volkswagen brand chief Herbert Diess.

"We expect Volkswagen to explain the situation," said EU spokesman Ricardo Cardoso. "The Commission wants facts
and wants to get to the bottom of this.
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Despite Volkswagen Scandal, Europe’s Diesel Habit Could Be Hard to Kick
By STANLEY REEDSEPT. 29, 2015

LONDON — A loyal Volkswagen owner for years, Jane Kelley was “shocked,” she says, by recent revelations that the
German company had cheated on emissions tests in the United States.

Snug in Ms. Kelley’s garage in North London recently was a white 2013 Passat powered by a 2-liter diesel engine. The
company says that as many as 11 million of its cars — Volkswagens, Audis, Skodas and SEATs with diesel engines — were
equipped with software designed to fool emissions testers.

But as disturbed as she was to learn that Volkswagen had cheated, Ms. Kelley does not necessarily want anything done
about it. “Are they going to take my car away and fiddle with the engine?” she worried, as she served tea in her sunlit
dining room.

Like at least some other European diesel drivers, Ms. Kelley is in no hurry to abandon the car just because it may spew
more noxious fumes than she originally thought. “I do feel that it is a very safe car,” she said. She also admires the
acceleration of the turbocharged diesel, which she credits with helping her recently escape a potential hazard. “There
was a guy weaving, maybe drunk, so | just shot by,” she recalled.

Ms. Kelley is one of millions of fans of diesel cars across Europe, where fuel prices and taxes make the cost of filling an
automobile’s tank much higher than in the United States. Drawn by diesels’ superior fuel economy over gasoline engines
and the lower price of diesel fuel, European consumers have long leaned toward diesel cars — a collective habit that
might be difficult to break, despite the new scrutiny the Volkswagen scandal has given to diesel’s dark side.

While diesels have struggled in the United States to overcome a reputation as smoke-belching clunkers — they
represent about 3 percent of the American car market — they have rolled to dominance across the Atlantic. Diesels
accounted for more than half the new cars sold in Western Europe last year, compared with 14 percent in 1990.

Europeans’ embrace of diesels has encouraged manufacturers to improve the engines’ performance, and it has
motivated governments, especially those of Germany and France, to support their auto industries’ diesel efforts.
Although environmentalists have been sounding alarms for years, the forces propelling diesel were so strong that it
might explain why drivers, carmakers and regulators have been willing at times to overlook diesels’ tendency to be
bigger polluters than gasoline cars.

“Ban diesels? You can’t be serious,” Ségoléne Royal, the French environment and energy minister, said recently,
responding to a suggestion by a member of the Green party. “We can’t treat problems of this gravity with ideological
slogans, at the expense of French interests,” Ms. Royal said, noting that more than half the cars on French roads were
diesels.

In fact, the percentage in France is around 64 percent, even higher than in Germany, with French-made Renault,
Peugeot and Citroén diesels among those ranks. There has been no indication that the French automakers cheated on
emissions tests.

So far, Volkswagen has not said how it plans to deal with the deceptive software problem, although the German
government has set an Oct. 7 deadline for the company to propose a solution. Unlike in the United States, where
lawyers are already recruiting car owners in hopes of filing class-action lawsuits, there is no similar tradition in Europe
that would encourage consumers to collectively demand financial redress.
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Volkswagen said on Tuesday that it would prepare a plan by early October to improve the emissions of affected vehicles.
Owners will be notified in the weeks and months after the plan has been approved by authorities, the company said.

“If there is a recall, | would be happy if my car is not included in it,” said Tony Novak, a retired editor for the BBC who
lives in Reading, England. In Britain, just over half of new cars sold are diesels.

“Diesels used to be terrible — they used to be dirty and slow,” he said. “Now they are brilliant.” Mr. Novak had owned
diesel cars previously, but when he bought his 2014 Volkswagen Golf diesel, “l was really surprised by how good it was
— you really notice the difference in acceleration.”

That Volkswagen might have achieved that performance by cheating — it is still not clear whether the company needed
the deceptive software to pass Europe’s emissions tests, which are much less strict than the United States’ — is not
what matters most to Mr. Novak. “l worry that if they tweak the computer, the performance will deteriorate,” he said.

About five million of the affected cars are Golfs, Passats and other Volkswagen-brand cars. An additional two million are
Audi brand cars, and the rest or Skoda and SEAT brand cars, or light commercial vehicles.

Matthias Miiller, a company insider who was appointed chief executive of Volkswagen last week, told top managers late
Monday that the deceptive software was activated in only a portion of the 11 million vehicles that have the so-called EA
189 diesel motors. But Volkswagen did not specify how many cars were designed to cheat on emissions tests.

Some industry experts say that the Volkswagen scandal could prove a turning point in the diesel love affair, if the new
scrutiny of European emissions standards and testing makes it easier for the environmentalists to be heard.

The premise of the “clean diesel” notion that Volkswagen promoted was partly based on the fact that on a per-mile
basis, diesel engines emit less carbon dioxide — a big contributor to climate change — than gasoline engines. But diesel
exhausts, unless cleaned in ways that Volkswagen’s software was designed to sidestep, produce larger quantities of
other harmful gases — nitrogen dioxide and nitrogen monoxide — along with fine particles that contribute to stubbornly
persistent air quality problems in European cities.

WSl:
hito: /fwwwowsicom/articles/volkswagen-has-refit-plan-for-emissions-rigged-vahicles-savs-ceo- 144352 54096

Volkswagen Has Refit Plan For Emissions-Rigged Vehicles, Says CEO
Technical solutions to be submitted to relevant authorities in October
By HENDRIK VARNHOLT

Updated Sept. 29, 2015 1:36 p.m. ET

FRANKFURT— Volkswagen AG has a plan to refit vehicles affected by software that can rig an exhaust-emission test, the
company’s new chief executive said, outlining what is expected to be a massive recall.

Matthias Miiller told managers at Volkswagen headquarters in Wolfsburg that a project team put together “a
comprehensive action plan” over the weekend and would inform customers shortly about refitting their vehicles.

On Tuesday, Volkswagen said it would submit its technical solutions to regulators and environmental authorities for
approval in October, and set up websites to inform affected customers about their vehicles.

Europe’s biggest car maker became engulfed in an emissions scandal after U.S. environment authorities said September
18 that it intentionally installed software in some diesel-powered cars to pass U.S. emissions tests. The company has
since faced a management shake-up, a 525 billion drop in its market value and demands for clarification from authorities
world-wide.
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On Tuesday, the Volkswagen-brand car chief, Herbert Diess, was meeting with EU Industry Commissioner Elzbieta
Bienkowska in Brussels to discuss the crisis, the EU Commission said

Bloomberg {via Chicago Tribune) :
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VW crisis signals shift for diesel-focused Europe oil market
Bill Lehane and Firat Kayakiran, Bloomberg

LONDON _ If European oil-market analysts have a single takeout from Volkswagen's emissions cheating, it's that the
scandal is probably long-term bearish for the diesel market.

Europe's refineries have been shifting for decades toward greater output of diesel to mirror alterations to the
continent's car fleet. As they have done so, imports have also surged, causing an ever-expanding glut to build up, while
the fuel itself is under growing scrutiny for risks it may pose to public health.

"This will only be bearish for diesel prices," said Christopher Haines, a London-based senior oil and gas analyst at BMI
Research, which is part of the Fitch Group. "Output levels are good and at the same time stocks are high. If consumption
dips, prices will follow."

Europe has record amounts of gasoil -- a near identical fuel to diesel -- held at independent storage tanks in Belgium and
the Netherlands, according to PJK International, a Dutch firm that's monitored regional supplies for decades. Debate
about the fuel's risk to public health had been growing long before the VW scandal: the World Health Organization said
in 2012 that diesel-exhaust emissions cause cancer.

Volkswagen AG's stock will be removed from the Dow Jones Sustainability indexes pending a review of its status after
the carmaker's admission it cheated on emissions tests, S&amp;P Dow Jones Indices LLC and RobecoSAM said in a
statement Tuesday.

While Europe's oil refineries have been boosting the proportion of diesel they make, a shift back toward higher gasoline
consumption could be beneficial to them, according to Petromatrix GmbH, a consultant based in Zug, Switzerland. When
the region's plants were built, they were configured to make gasoline.

Europe imports diesel from Russia, the U.S. and also from newly built refineries in India and the Middle East that more
than cover a domestic shortfall in output. Shifting back toward gasoline would help to make European plants more self
sufficient, according to Alessandra Agnello, an analyst at Petromatrix.

"In the medium term, this is a negative for diesel and a positive for gasoline," Andrew Echlin, an oil products analyst at
consultant Energy Aspects Ltd., said. "It will greatly slow down any impetus towards dieselisation in the U.S., as well as
encourage European regulators to take another look at diesel car regulations and testing, which were already planned
for 2018."

Diesel cars' market share is already starting to dwindle in some European countries and drivers are becoming
increasingly sensitive to pollution issues from the fuel, according to Petromatrix.

"Diesel consumption will fall as a consequence of the falling diesel car sales,"” said Angello. "The VW scandal will
accelerate this trend, but it will take some time to see it."

Independently held supplies of gasoil are close to a record at 3.6 million metric tons in Europe's trading heartlands of

Antwerp, Rotterdam and Amsterdam, according to data from PJK. Gasoil, once predominantly for heating, is now an
almost identical fuel to diesel because of regulatory changes that lower its sulfur content.
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About 41 percent of all European cars ran on diesel last year compared with 27 percent a decade earlier, according to
data from the European Environment Agency. The proportion has grown every year for the past decade, a trend with
which the region's refiners have been doing their best to keep pace.

About 40 percent of the region's refineries’ output is now diesel compared with 36 percent a decade ago, according to
industry data compiled by Energy Aspects. Gasoline output has dropped to about 20 percent from 23 percent over the
same timespan, Energy Aspects estimates.

"The scandal over manipulated data in VW diesel vehicles will cast a long shadow over the diesel market,” Commerzbank
analysts including Eugen Weinberg said in a Sept. 24 note. "It could put the brakes on diesel cars and thus reduce
consumption of diesel."

From: Gong, Kristiene

Sent: Tuesday, September 29, 2015 2:44 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/29/2015

The Washington Post:
hito/fwwew o washingtonpost.com/ears/breakine-vollswagen-will-recall-all- 1 1-million-diesel-cars-with-emissions-
cheating-software/2015/09/29/a7324195-66ca-11e5-hadbS-686 114521205 story.himl

BREAKING: Volkswagen Will Recall All 11 Million Diesel Cars With Emissions-Cheating Software
By Richard Read

This morning, Reuters reports that Volkswagen plans to issue a worldwide recall for all 11 million diesel vehicles
equipped with software designed to cheat on emissions tests.

That in itself isn't too surprising. For a problem this big, a deception this egregious, VW would be expected to repair the
affected vehicles.

No, what's surprising is that VW plans to begin the recall process "in the next few days".

THE BEGINNING OF THE END?

The announcement was made by Volkswagen's brand-new CEQ, Matthias Muller, who took the corner office last Friday
after longtime occupant Martin Winterkorn, was forced out. Clearly, Muller is trying to fast-track VW's rebound from
international laughingstock to "world's biggest automaker”.

Unfortunately, the road to recovery is likely to be very, very bumpy.

For starters, there will be many, many investigations. Volkswagen installed its deceptive software on vehicles sold in the
U.S., Germany, Australia, Sweden, and other countries, which translates into multiple probes, multiple testimonies,
multiple legal fees, and in all likelihood, multiple fines.

In the process, the scope of the scandal may broaden. We've already learned that 2.1 million Audi vehicles are equipped
with the emissions-test-cheating software, as are 1.2 million made by Skoda. What other revelations will there be --

especially in the wake of increased scrutiny from regulators around the globe?

And last but certainly not least, there's the problem of the repair itself, which could spawn an entirely new wave of
headaches for VW.
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As we discussed yesterday, there's no easy fix for the diesel emissions issue. Yes, VW and Audi can upgrade the software
on their vehicles -- and that seems like what they're planning.

In doing so, however, the new software will likely engage all the vehicles' emissions controls, which will bring the cars in
line with federal regulations, but also diminish fuel economy. And that presents a whole new set of problems in the form
of class-action lawsuits from customers mad about their missing MPGs -- not to mention diminished resale value of their
vehicles.

Volkswagen has set aside a massive chunk of change to resolve the "Dieselgate" issue -- somewhere between 56 billion
and $7.5 billion. By the time that the company slogs through all these probes, fixes, fines, and lawsuits, though, we're
not sure that'll be enough.

From: Gong, Kristiene

Sent: Tuesday, September 29, 2015 11:21 AM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/29/2015

Financial Times:
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VW chief Matthias Miiller pledges fix for emissions faults
Chris Bryant in Frankfurt
September 29, 2015 12:23 pm

The new Chief Executive of Volkswagen said on Friday his priority is to win back trust that has been lost in the company
after a scandal over its rigging of diesel emissions tests. The former head of Volkswagen's Porsche sports-car division,
succeeds former CEQ Martin Winterkorn, who resigned on Wednesday.

Matthias Miiller, the new chief executive of Volkswagen, has promised to present regulators by October with a technical
fix to remove software in diesel vehicles that is at the heart the global emissions scandal.

Addressing top managers at VW’s headquarters in Wolfsburg, he said on Monday evening the group faced the “biggest
test in our history”.

“Together | want to prove to the world that Volkswagen deserves the public’s trust,” said Mr Miiller, who last Friday
replaced Martin Winterkorn as chief executive of Europe’s largest carmaker by sales.

On Tuesday, VW’s shares were down 0.3 per cent at €98.97. The stock has fallen almost 40 per cent since September 18,
when a US regulator revealed the German carmaker had installed software in diesel vehicles that served to understate
emissions of harmful nitrogen oxides in emissions tests.

VW said last week that up to 11m vehicles contained software-based defeat devices that facilitated the cheating during
laboratory tests. On Tuesday, the group’s commercial vehicles division said 1.8m of its vehicles were among those
affected.

VW owners will be told in the coming days if their vehicles require a refit. Once regulators approve the technical fix,
customers will be invited to make an appointment with a mechanic.

Mr. Muller reiterated the software is only activated in a “portion” of the 11m vehicles. This might mean the fix is
relatively straightforward for some cars.
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VW is putting together an action plan to deal with the crisis, and has appointed Jones Day, a US law firm, to carry out an
investigation into how the emissions cheating occurred.

“It's about winning back lost trust,” said Mr Miiller. “For that we need an unsparing and systematic enquiry ... We will
learn from our mistakes.”
In depth

Herbert Diess, head of the core VW brand, is expected to meet with Elzbieta Bienkowska, EU commissioner for industry
and the internal market, on Tuesday to discuss the scandal.

Investors are concerned that VW faces billions of euros in fines, recall costs and lawsuits in the wake of the affair, as well
as damage to its brand that could undermine demand for its vehicles.

The Dow Jones Sustainability Indices said it planned to remove VW from benchmark lists due to the emission tests
manipulation.

German prosecutors have launched a preliminary investigation into whether Mr Winterkorn defrauded customers in
relation to the scandal. Mr Winterkorn, who resigned last Wednesday, has denied prior knowledge of the cheating.

From: Gong, Kristiene

Sent: Tuesday, September 29, 2015 9:47 AM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne; Urrutia, Katiana

Subject: RE: Volkswagen Clips 9/29/2015
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VW: 1.8M COMMERCIAL VEHICLES, 700,000 SEAT CARS AFFECTED

BERLIN (AP) -- Volkswagen said Tuesday that 1.8 million commercial vehicles are among those affected by the emissions-
rigging scandal, while Spanish unit SEAT said 700,000 of its cars were fitted with the diesel engine in question.

Volkswagen AG has admitted using a piece of engine software to cheat on diesel car emissions tests in the U.S. It said
last week the engines concerned are in some 11 million vehicles worldwide, far more than the 482,000 originally
identified by U.S. authorities.

Details have emerged gradually of how many were made by which VW division. Guenther Scherelis, a spokesman for the
commercial vehicles unit - which makes vans and pickups - on Tuesday confirmed a report in the daily Hannoversche
Allgemeine Zeitung that 1.8 million of its vehicles were affected. He didn't give further details.

Spanish subsidiary SEAT said it fitted 700,000 vehicles with the EA 189 diesel engines in which Volkswagen has said there
are "discrepancies."”

SEAT said the cars were sold worldwide and it was seeking to determine how many were sold in each market.

Also fitted with the suspect software were 5 million VW brand cars, 2.1 million Audis and 1.2 million Skodas.

SEAT and Volkswagen-Audi Spain on Tuesday ordered a suspension of sales of all SEAT, Volkswagen, Audi, Skoda and

Volkswagen commercial vehicles with the EA 189 diesel engine. It said this decision would affect 3,320 vehicles currently
in stock.
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In Brussels, European Union Industry Commissioner Elzbieta Bienkowska was scheduled to meet Tuesday with
Volkswagen brand chief Herbert Diess.

"We expect Volkswagen to explain the situation," said EU spokesman Ricardo Cardoso. "The Commission wants facts
and wants to get to the bottom of this."

The German government last week set up a commission of inquiry on the scandal. Transport Ministry spokesman Martin

Susteck said that the panel is in contact with the U.S. Environmental Protection Agency.

Reuters:
hito:/fenww reuters.com/article/2015/09/ 28 /volkswagen-emissiorns-plan-idUSLSN L1121 1820150929

UPDATE 1-Volkswagen to refit cars affected by emissions scandal

BERLIN, Sept 29 (Reuters) - Volkswagen signaled on Tuesday it would recall up to 11 million vehicles as it tries to address
the scandal over its admission that it cheated U.S. diesel emissions tests.

New Chief Executive Matthias Mueller said the German carmaker had drawn up a "comprehensive" refit plan to be
submitted to regulators aimed at ensuring its diesel models complied with emissions standards.

It will ask customers "in the next few days" to have diesel models equipped with manipulated software refitted and brief
authorities on technical fixes in October, Matthias Mueller told a closed-door gathering of about 1,000 top managers at
Volkswagen's Wolfsburg headquarters late on Monday.

The company is under huge pressure to tackle the biggest business-related crisis in its 78-year history. Germany's KBA
regulator had set an Oct. 7 deadline for it to present a plan to bring diesel emissions into line with the law.

Volkswagen has said previously about 11 million vehicles were fitted with software capable of cheating emissions tests,
including 5 million at its namesake brand, 2.1 million at luxury brand Audi, 1.2 million at Czech division Skoda and 1.8
million light commercial vehicles.

"We are facing a long trudge and a lot of hard work," Mueller, appointed CEO of Europe's biggest automaker last Friday,
said in the speech text seen by Reuters. "We will only be able to make progress in steps and there will be setbacks."

Separately, Mueller said Volkswagen's troubled core VW division, struggling with high fixed costs and low profit margins,
would in future be able to act as independently as premium flagship brands Audi and Porsche.

“The new company structure is a first step and the basis for a modernization of VW, for a new and better company,” he

said. (Reporting by Andreas Cremer; Editing by Ludwig Burger and Mark Potter)

BBC News:
hito: /S bbo comydnews/business-34 390369

Seat says 700,000 cars have 'cheat’ emissions software VW crisis
Seat has said about 700,000 of its cars are fitted with the software that allowed parent company Volkswagen to cheat
US emissions tests.

A spokesman said they are currently trying to work out how many were sold in each national market.
In Spain slightly over 3,000 new cars are affected but showrooms have been told to put them aside.
VW has said a total of 11m diesel engines are involved in the emission's scandal.
Broken down brand-by-brand they are:

= VW-5m
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= Audi-2.1m

=  Skoda-1.2m
= Seat - 700,000
= Vans-1.8m

Seat said it planned to contact owners so their cars can undergo tests.

It will also set up a search engine on its website to allow customers to find out if their vehicles are affected.

The Spanish carmaker said it had temporarily suspended the sale and delivery of all new vehicles with the EA 189
engines which contain the software.

Volkswagen scandal
11 million
Vehicles affected worldwide
e £6.5bn Set aside by VW
e S$18bn Potential fines
e No. 1Global carmaker in sales

Scandal spilling over
The scandal is continuing to hit VW's share price. On Tuesday it fell another 1.5% during morning trade in Frankfurt. The
company has lost 35% of its market value since last Monday.

A survey of 62 institutional investors by the investment banking advisory firm Evercore, showed 66% of them would not
invest in VW for 6 months or until it clarified what costs, fines, and legal proceedings it faced.

The effects are also spilling over into the local economy around VW's headquarters in Wolfsburg. The city is expecting a
fall in business tax revenue from VW and the mayor has announced a budget freeze and hiring ban on public sector
workers.

The scandal was revealed after the US Environmental Protection Agency found that some VW diesel cars were fitted
with devices that could detect when the engine was being tested, and could change the car's performance to improve
results.

The German company has apologised for breaching consumers' trust, and on Friday announced that Matthias Mueller
was replacing Martin Winterkorn as chief executive. Mr Mueller promised a "relentless" investigation to uncover what
went wrong.

He said the group was "facing the severest test in its history."

German prosecutors announced on Monday that it was conducting a criminal investigation of Volkswagen's former chief
executive.

Bloomberg:
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Volkswagen Close to Diesel Fix as Sales of Rigged Cars Halted
Elisabeth Behrmann
September 29, 2015 — 8:06 AM EDT

A brand new Volkswagen Passat and a Golf 7 car are stored in a tower at the Volkswagen Autostadt complex near the
Volkswagen factory in Wolfsburg, Germany.
Sales halted in Spain, Switzerland, Italy and the Netherlands

e Volkswagen to inform customers soon of plans for repairs
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Volkswagen AG is close to announcing a fix to emissions systems that cheated on pollution tests, as sales of vehicles with
the rigged diesel engines get halted in a growing number of European countries.

Cars with the affected diesel engines are being pulled from markets including Spain, Switzerland, ltaly, the Netherlands
and Belgium, while prosecutors in Sweden consider opening an investigation on potential corruption. For vehicles
already sold, Volkswagen is looking to inform customers soon about the steps it will take to repair the vehicles.

“It's going to depress their market share for a while, maybe even up to one to two years,” said Richard Gane, an
automotive specialist at supply-chain consultancy Vendigital Ltd. “This is going to run and run.”

Almost two weeks after it publicly admitted to cheating on diesel emissions tests in the U.S., Volkswagen has yet to
provide a comprehensive breakdown of the car models and markets affected. information has emerged piecemeal in the
scandal over a type of diesel engine installed in as many as 11 million vehicles worldwide. The number includes about 5
million VW brand cars, 2.1 million Audi models, 1.2 million from the Skoda unit and 700,000 from the Spanish Seat
nameplate.

German Deadline

To reach out to customers, Volkswagen is looking into setting up websites in various countries so drivers can check on
actions locally. The company has already set up a site in the U.S., where the scandal started.

The German government has set an Oct. 7 deadline for Volkswagen to say how it’ll bring some 2.8 million diesels in its
home market up to standard, threatening to pull the cars off the road if the carmaker fails to do so.

As Volkswagen seeks to recover, the executive committee of its supervisory board, made up of union officials as well as
shareholder representatives from the Porsche family and Lower Saxony, is meeting Wednesday to discuss the latest
results from the investigation, a person familiar with the situation said.

Volkswagen Chief Executive Officer Matthias Mueller, who was appointed on Friday, said a project team devised a plan
over the weekend and the company will start informing customers in the coming days that the emissions of their
vehicles will need to be improved. The fix will be presented to regulators for approval in October.

‘Long Road’

“We have a long road and a lot of work ahead of us,” Mueller said in a speech to Volkswagen’'s management late
Monday, confirming that the company hired law firmJones Day to assist with its internal investigation. “To this end,
thoroughness is more important than speed.”

Still, pressure is building on the company to come up with a solution. Swedish prosecutors at the National Anti-
Corruption Unit are evaluating whether they have jurisdiction to start their own probe, said Alf Johansson, a chief
prosecutor at the unit. In the Netherlands, the government is exploring regionwide recall of the vehicles.

“We would like you to consider the possibilities of a European recall,” Dutch State Secretary Wilma Mansveld said in a
Sept. 25 letter to the European Commission. “This has to ensure that all faulty software is removed from the market and
replaced by proper software that allows proper emission reduction.”

Bloomberg:
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California Teachers’ Pension Scolds Volkswagen on Emissions Dupe
Alison Vekshin Margaret CollinsTim Jones
September 29, 2015 — 5:00 AM EDT

California’s $184 billion pension fund for school teachers chided Volkswagen AG for rigging some diesel engines to cheat
on U.S. emission tests and said it is evaluating its exposure to losses from the scandal.
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The California State Teachers’ Retirement System, the second biggest U.S public pension, held 37,580 Volkswagen shares
valued at 54.85 million as of Sept. 25 and 284,856 of the company’s preferred shares worth $34.2 million.

The Wolfsburg, Germany-based company admitted Sept. 18 that it programmed some of its cars’ diesel engines to meet
emissions standards only when undergoing official tests while letting them exceed legal pollutant limits on the road.
Volkswagen’s market value has plunged 27 billion euros (530.3 billion) since the announcement.

“As owners we actively monitor our holdings and expect our portfolio companies to govern themselves responsibly.”
- Michael Sicilia, Calstrs spokesman

“Calstrs is clearly disappointed that a company in our portfolio has managed to simultaneously damage both its
shareholder value and the environment that we’re pledging to protect,” said Michael Sicilia, a Calstrs spokesman. “As
owners we actively monitor our holdings and expect our portfolio companies to govern themselves responsibly.”

About 11 million vehicles around the world were fitted with the defeat devices. The company has set aside 6.5 billion
euros to cover damages including fixes, potential regulatory fines and lawsuits.

Not only is California home to the two biggest public pension funds, it has more of the cars on its roads than any other
state and has the toughest carbon emission standards in the U.S.

Following the admission that the company cheated in order to try and gain U.S. market share, Chief Executive
Officer Martin Winterkorn stepped down and the U.S. Federal Bureau of Investigation has opened a criminal probe. U.S.
states also are looking into the company’s actions.

Volkswagen is facing more than 80 federal court lawsuits by consumers alleging the company committed fraud by
cheating on emissions tests, inducing them to pay more for their vehicles. Those lawsuits were filed as class actions
representing all consumers in the U.S. or in individual states who leased or bought the vehicles.

A Michigan pension fund for police and firefighters alleges in a lawsuit that holders of VW’s American depositary
receipts lost hundreds of millions of dollars.

The $286 billion California Public Employees’ Retirement System said it has about $165 million invested in Volkswagen.
The fund, the biggest in the U.S., is “examining the situation and continue to monitor,” said spokesman Joe DeAnda.

New York state’s pension fund -- which was worth $184.5 billion as of March 31 -- has 22,927 ordinary shares of
Volkswagen valued at about 55 million, according to Matt Sweeney, a spokesman for state Comptroller Thomas
DiNapoli, the fund’s sole trustee. It has another 159,979 shares of Volkswagen’s non-voting preferred shares worth
$33.3 million, Sweeney said by e-mail.

The $50 billion Alaska Permanent Fund Corporation held 15,009 shares of Volkswagen stock as of June 30, valued at
$3.47 million. “It doesn’t exactly move the needle, does it?” said Laura Achee, the fund’s director of communications.

The Teacher Retirement System of Texas declined to comment on its holdings but said that any investment in
Volkswagen would be a drop in the bucket of its $132 billion assets, according to communications director Howard
Goldman. At the $26 billion Employees Retirement System of Texas, which provides retirement benefits for state
employees, retirees and their dependents, VW holdings are similarly negligible.

“We have some in equities and in fixed income, but very small,” said spokeswoman Mary Jane Wardlow in an e-mail.

Volkswagen shares are also held in the pension plans of private companies including General Motors Co. and
International Business Machines Corp., according to their latest filings with the Labor Department.
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GM doesn’t comment on individual holdings in its pension plans, spokesman Pat Morrissey said in an e-mail. The
company reported shares in Volkswagen valued at about $1 million in its latest filing with the Labor Department as of
Sept. 30, 2014. That’s a small portion of the plan’s about $80 billion.

From: Gong, Kristiene

Sent: Monday, September 28, 2015 1:42 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/28/2015

CBS News:
httofwwwchsnews comdnews/volkswagen-faces-daunting-challenges-in-fiking-emissions-cheating/

VW faces daunting challenges in fixing emissions cheating

DETROIT - Volkswagen faces daunting challenges in fixing software that enables cheating on diesel engine emissions
tests, a task that's becoming more urgent because of growing anger from customers.

The company has set aside $7.3 billion to pay for the scandal. But experts say it's likely to cost much more as VW tries to
comply with U.S. clean air regulations while appeasing diesel owners who paid extra for the cars, thinking they could
help the environment without sacrificing performance.

"We understand that owners of the cars affected by the emissions compliance issues are upset,” VW said on a consumer
website launched Sunday. The company asked for patience and said it would address the issue as fast as it can. A
spokeswoman wouldn't comment further.

But experts said VW will have to strike a careful balance to appease government regulators, make customers happy and
avoid emptying the company cash box. A cheap remedy of software fixes likely would hurt performance and gas
mileage, further antagonizing customers. A more expensive fix that adds a treatment system wouldn't hurt
performance, but it would cost thousands per car and by one analyst's estimate, could total more than 520 billion
including vehicles in the U.S. and Europe.

That's in addition to a potential $18 billion fine in the U.S. and the cost of numerous class-action lawsuits alleging that
VW's cheating reduced the value of its customers' cars.

The scandal broke on Sept. 18, when the U.S. Environmental Protection Agency and the California Air Resources Board
accused VW of installing secret software on 2-liter four-cylinder diesel engines that turned on pollution controls for lab
tests and shut them off during real-world driving. As a result, 482,000 Jettas, Beetles, Golfs and Passats from the 2009 to
2015 model years belched out 10 to 40 times as much ozone-causing nitrogen oxide as U.S. law allows.

A few days later, VW admitted the same "defeat device" that switched the pollution controls on and off was on 11
million cars worldwide. Germany says 2.8 million cars there are affected.

Software in the main engine control computer figured out when the cars were being tested on a treadmili-like device
called a dynamometer that the EPA used for verification and turned the controls on.

With the pollution controls on, the cars are less efficient and won't accelerate as fast, the two main reasons why people
bought the VW diesels, said Matt DelLorenzo, managing editor and a diesel expert for Kelley Blue Book. VW could change
the software and leave the controls on to satisfy the EPA and California regulators. But that would anger customers and
likely would force VW to compensate them for the reduced mileage, just as Hyundai did when it got caught with inflated
fuel economy estimates, Delorenzo said.
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"If it's really sluggish and doesn't get out of its own way, that's a bigger issue {to customers) than fuel economy,"
Delorenzo said. "People notice that big of a change in performance.”

The other option is to add a diesel exhaust treatment system that's used by other manufacturers and even by VW on
larger diesel engines. The treatment involves adding a tank of a chemical called urea, which enables the cars to separate
nitrogen oxide into harmless nitrogen and oxygen. That would cost $2,000 or more per car, DelLorenzo said.

Engineers would have to find room for a tank to store the blue urea fluid, which has to be refilled about every 7,500
miles, Delorenzo said. And VW probably would have to compensate customers for years of urea cost, which is about
$13 for 2.5 gallons.

VW probably tried to avoid urea systems in the beginning because their cost would have driven Jetta and Golf prices
above competitors, especially gas-electric hybrids, DelLorenzo said. Now, adding it after the fact will cost even more, he
said.

The scandal has forced Volkswagen to tell U.S. dealers not to sell cars with the suspect diesel engines. VW said on
Sunday that it's working to get government approval to sell 2016 models with updated engines "which we believe do not
have any of the issues the government has identified in other vehicles."

The 2015 and 2016 models have a new version of the 2-liter diesel engine that probably runs cleaner and could need just
a software change to comply, Delorenzo said.

But on older models from 2009 to 2014, the fix may be more difficult. Mike Jackson, CEQ of AutoNation, the largest
dealership chain in the U.S., said he was told by VW that it will take hardware and software changes to fix the older
models. The EPA says it may take VW a year to develop a fix.

Before the 2009 model year, U.S. diesel emissions standards weren't as strict, so those cars likely passed the tests
without a defeat device, Delorenzo said.

Whenever the fix comes, it's possible that owners might not get it done if it hurts their cars' mileage and performance,
and the EPA can't force people to take their cars in for repairs. The agency only has authority over automakers, not car
OWNErs.

The EPA says some states require proof that emissions recalls have been fixed before license plates are renewed. And
the possibility of failing emissions inspections in states that require them apparently won't be an issue because of the
cheating software. "The defeat device was specifically designed to ensure that vehicles would pass inspection,” the
agency says on its website.

In wake of the scandal, the automaker's stock dropped about 30 percent this past week alone, CBS News correspondent
Kris Van Cleave reported.

Volkswagen introduced is new CEQ on Friday. Matthias Mueller, the former head of Porsche, will try to restore VW's

reputation.

The Guardian:
hito:/feww thesuardian.com/business/ 2015 sen/268 /vollowagen-scandal-emissions-tests-iohn-german-research

Meet John German: the man who helped expose Volkswagen's emissions scandal

Automative engineer’s research connected the dots to how the automaker manipulated diesel emissions tests — but that
was never the intention

Rupert Neate in New York
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John German has barely had time to catch his breath all week between appearances on TV news channel and radio
phone-in shows. He’s an unlikely media star, not a pop singer or reality TV contestant, but a grey-haired automotive
engineer thrust into the global spotlight after he and his colleagues were credited with helping uncover one of the
biggest ever corporate scandals.

“We really didn’t expect to find anything,” German said of his research that found Volkswagen had installed
sophisticated software designed to cheat strict emission tests across the world. His simple test — checking the car’s
emissions on real roads rather than in lab test conditions — led to the resignation of VW’s chief executive after the
German company was forced to admit it installed “defeat devices” in 11m cars. The scandal has wiped more than €24bn
(526.8bn) off VW’s market value.

Many questions remain but one thing is clear to German: “It was not an accident,” he said. “A lot of work has gone into
this.”

When German finally found a moment of peace this week he called his wife in Ann Arbor, Michigan. “She said: ‘You
know you’ve made it now, you can retire and be very happy’,” German told the Guardian as he prepared to board a
plane back to Michigan after a week in the spotlight in Washington DC. “No, no, no, | can’t afford to yet,” German told

his disappointed wife.

He may have helped uncover one of the world’s biggest corporate scandals, but German earns a modest salary as US co-
lead of the International Council on Clean Transportation (ICCT) a small nonprofit organisation dedicated to helping to
reduce vehicle emissions and has an annual budget of just $12m.

“It has been totally overwhelming,” German said of the global interest in his research this week. “I've been doing
nothing else [but responding to the media and politicians] for 12 hours a day since Friday,” when US regulators
announced their findings against VW based on German’s research] “We’re a small organisation that primarily deals with
information on diesel filters, so this is unprecedented and overwhelming.

“As an organisation that is trying to reduce emissions and improve efficiency it is always gratifying to see results from
our work, but we never dreamed we would have this kind of impact.”

German explained that the idea to carry out the test, which he described as “very ordinary”, came from Peter Mock, a
colleague in Europe, who noticed discrepancies in the emissions of the diesel VW Passat and VW Jetta. He said they
decided to carry out on-the-road tests in the US as the emissions regulations are much stricter than in the EU. They
expected the cars to pass and they could use this as proof to show Europeans that it was possible to run diesels with
cleaner emissions.

German, who has a degree in physics from the University of Michigan and said he “got over halfway through an MBA
before he came to his senses”, sought out the assistance of the West Virginia University’s Center for Alternative Fuels,
Engines and Emissions. The WVU provided a portable emission measurement system that could be put in the car’s boot
(trunk) with an attached probe placed in the exhaust pipe.

Then German sourced a Passat, Jetta and a BMW X5 {which also showed emissions discrepancies in Europe) and “had a
drive around”. “The VWSs were massively exceeding their official emissions readings in normal driving conditions, which

was completely inexplicable and totally surprised us,” German said.

Thinking it must be a technical error, the tests were expanded and the cars were driven more than 1,200 miles from San
Diego to Seattle — almost the entire length of the west coast of the US.

The VWs nitrogen oxide emissions — which creates smog and has been linked to increased asthma attacks and other
respiratory illnesses — still exceeded the US standards by up to 35 times. The BMW X5 was within the regulated range.
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Arvind Thiruvengadam, a research assistant professor at WVU, who conducted the tests said: “We were doubting
ourselves and our procedures and making sure to double check that we were not doing anything wrong. We did so much
testing we couldn’t possibly doing the same mistake again and again.

“We were like ‘OK, we're going to write a lot of journal papers, and we’'ll be happy if three people read these journal

1

papers,”” he told National Public Radio last week. “That’s our happiness at that point.”

German published the research in May 2014 and handed it over to the Environment Protection Agency (EPA). “There
was an expectation that they would find out what was causing the higher-than-expected emissions,” he said. “We did
send a courtesy copy to VW to say ‘vehicles B and C are your vehicles and you might like to know’, we had no response.”

There was no response from the EPA either, but keen-eyed German noticed an EPA press release in which VW agreed to
recall almost 500,000 vehicles in December 2014 to reinstall software, which it said would solve the higher-than-
expected emissions.

However, a couple of months later the California Air Resources Board (Carb) carried out spot checks and discovered that
the “defeat device” software — used to dramatically reduces nitrogen oxide {NOx) emissions only when the cars are
undergoing strict emission tests — was still present.

“That is actually the single most inexplicable thing about this whole business,” German said. “VW had a chance to fix the
problem, and they continued to try and cheat and do what they had done. That’s just amazing.”

“Only then did VW admit it had designed and installed a defeat device in these vehicles in the form of a sophisticated
software algorithm that detected when a vehicle was undergoing emissions testing,” the EPA said in a statement last
week.

German said it was unclear how the defeat device software worked, but the software could work by detecting periods
when the steering column wasn’t turning but the wheels were which would indicate the car was on dynamo-meters for
testing, or could also test for the precise uniform temperature that the tests are carried out at.

“The kind of software it takes to first detect when you’re driving on the official test would be very hard to develop. And
then you would need duplicate software to tell the car to have two different emission controls.”

UK, France and Germany lobbied for flawed car emissions tests, documents reveal
He said it was impossible to know how far up the food chain at VW the fraudulent activity went, but said: “It would have
had to be quite a few people involved. It certainly won’t have just been one individual.”

German said VW could have continued in the deceit for the foreseeable future if no one had thought to test the cars
emissions on real roads. He said there is no way to know if other car companies may also have been using similar
methods to trick official emission tests, but welcomed UK, German and US regulators moves to retest cars emissions on
real roads.

German, who drives a 1997 Honda Accord station wagon that he says has pretty good emissions for a manual
transmission, said he hopes his work will act as a wake-up call and scare the whole industry into making certain that
their vehicles comply with all emissions regulations. “Companies should realise they might get away with stuff for a little
while, but it will catch up with them.”

He refused to enter into discussion about what sort of action should be taken against VW, which is facing a fine of up to
$16bn in the US alone and a possible criminal investigation. “That’s really up to others, I’'m just an engineer from
Michigan it’s really beyond my field of reach.”

Consumerist:
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httoconsumeristcom/2015/00/28 reportvollowapen-knew-of-defeat-devices-eight-vears-before-eng-action/

Report: Volkswagen Knew Of “Defeat Devices” Eight Years Before EPA Action
By Ashlee Kieler September 28, 2015

An internal review spurred by the emissions scandal that has engulfed Volkswagen over the past week found that the
carmaker knew that so-called “defeat devices,” used to trick emissions tests, were used in more than 11 million VW and
2.1 million Audi diesel vehicles for several years before the Environmental Protection Agency issued a violation notice to
the manufacturer ordering it to recall some 500,000 million sedans.

The Associated Press, citing two German publications, reported Monday that VW’s internal investigation has so far
found at least two incidents in which VW was made aware that the use of defeat devices were against the law.

The Frankfurter Allgemeine Sonntagszeitung, a German publication, reported on Sunday that VW’s internal investigation
shows one of the company’s own technicians was aware of the software.

Back in 2011, an engineer reportedly expressed concern that using the device was illegal, but was ignored.

The same investigation turned up a letter, dated 2007, from parts supplier Bosch that warned the car company not to
use the software during regular operations of vehicles.

According to Bild am Sonntag, sources uncovered the internal communications between Bosch and VW, with the parts
supplier insisting that the software was for test purposes and that using it in regular operation would be against the law.

Bosch, one of the largest car parts suppliers in the world, admitted last week that it supplied many of the key
components for the defeat devices as a way to evade emissions standards for certain pollutants with a range of serious
health effects.

According to the EPA’s order [PDF], the “sophisticated software algorithm” in the vehicles is programmed to detect
when the car is undergoing official emissions testing, and to only turn on full emissions control systems during that
testing.

However, the effectiveness of these vehicles’ pollution emissions control devices is greatly reduced during all normal
driving situations.

Volkswagen declined to address the new reports, saying it doesn’t comment on “rumors and speculation.”

“Volkswagen is working with all its strength to conduct a thorough and merciless investigation of this matter,” a
spokesperson tells the AP.

In addition to new revelations that VW was aware that the defeat devices were illegal, CNBC reports that the company’s
now former CEO Martin Winterkorn is under criminal investigation by German prosecutors related to fraud.

Winterkorn stepped down last week, noting that he took full responsibility for irregularities in nearly 11 million diesel
vehicles found to contain “defeat devices,” the former CEQ is at the center of the latest investigation into the
manufacturer.

Mothers Jones:
Rt www motheriones. com/kevin-drumy/2015/09vw-tries-blame-engine-emissions-fraud-low-level-engineers-and-
technicians

VW Tries to Blame Engine Emissions Fraud on Low-Level "Engineers and Technicians”
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—By Kevin Drum
| guess it was just a few bad apples. That's a relief:

Volkswagen has blamed its emissions scandal on a “small group” of people and has suspended a number of staff as
Matthias Miller was unveiled as its new chief executive.

....Berthold Huber, the acting head of VW’s supervisory board, called the crisis a “moral and policy disaster”....“The test
manipulations are a moral and political disaster for Volkswagen. The unlawful behaviour of engineers and technicians
involved in engine development shocked Volkswagen just as much as it shocked the public.”

This is ridiculous. What incentive do low-level engineers and technicians have to do this on their own? Hell, they couldn't
even take on a project like this unless their managers OKed the time to do it, and their managers wouldn't do it unless
they were being pressed by higher-ups. Anybody who's ever worked at a big corporation knows this perfectly well. And
according to Bloomberg, that's exactly what happened:

Volkswagen AG executives in Germany controlled the key aspects of emissions tests whose results the carmaker now
admits were faked, according to three people familiar with the company’s U.S. operations.

....Their accounts show the chain of command and those involved in the deception stretched to Volkswagen
headquarters.... Ulrich Hackenberg.... Wolfgang Hatz are among those who will leave the company in the wake of
Winterkorn’s resignation two days ago, two people familiar with the matter said. The two previously ran units at the
heart of the affair — Hackenberg, a Winterkorn confidant, was responsible for VW brand development from 2007 to
2013, while Hatz ran the group’s motor development from 2007 to 2011.

Will it go even higher? Stay tuned. However, I'll call BS on UBS, which apparently thinks this scandal "could signal the
eventual end of the combustion engine.” Please. There's no difficulty "amassing accurate data" on engine emissions, as
one of their analysts suggests. VW amassed very precise data. They just chose to hide it by means of a calculated,
premeditated, multi-year fraud. Anyone who hasn't done the same should be in fine shape.

From: Gong, Kristiene

Sent: Monday, September 28, 2015 10:03 AM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/28/2015

AP (via Boston Globe):
bttos Sfwww bostonglobe com/business /2015/09/ 27 facine-tsunami-lessl-trouble-emissions-
seandal/ VW seByvavDeaieSxPioTis story. himi

Legal woes mounting for Volkswagen as criminal cases loom

Volkswagen admitted that 11 million of its diesel vehicles sold worldwide contained software specifically designed to
help cheat emissions tests.

By Michael Biesecker and Eric Tucker ASSOCIATED PRESS SEPTEMBER 28, 2015

WASHINGTON — Who knew about the deception, when did they know it, and who directed it?
Those are among the questions that state and federal investigators want answered as they plunge into the emissions

scandal at Volkswagen, which has cost the chief executive his job, caused stock prices to plummet, and could result in
billions of dollars in fines.
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Legal experts say the German automaker is likely to face significant legal problems, including potential criminal charges,
arising from its admission that 11 million of its diesel vehicles sold worldwide contained software specifically designed to
help cheat emissions tests.

The Environmental Protection Agency has accused VW of installing sophisticated stealth software that enabled “clean
diesel” versions of its Passat, Jetta, Golf, and Beetle models to detect when they were being tested and emit less-
polluting exhaust than in real-world driving conditions. The agency says the “defeat devices” allowed those models to
belch up to 40 times the allowed amounts of harmful fumes in order to improve driving performance.

The Justice Department says it’s ““working closely” with EPA investigators.

“If there is sufficient evidence to show that Volkswagen intentionally programmed its vehicles to override the emission
control devices, the company and any individuals involved could face criminal charges under the Clean Air Act, and for
conspiracy, fraud, and false statements,” said David M. Uhlmann, a former chief of the Justice Department’s
Environmental Crimes Section who is now a law professor at the University of Michigan. He called criminal charges
“almost certain.”

But Uhlmann cautioned that hauling the executives involved into a US courtroom could be challenging, because much of
the conduct at issue probably occurred overseas. While the United States has an extradition treaty with Germany,
European regulators also are investigating and could claim first dibs on prosecuting company officials.

‘[Volkswagen is] facing a tsunami of possible state and federal enforce-ment actions.’
William Carter, former federal prosecutor who specialized in environmental crimes

It’s not the first time that Volkswagen has been accused of cheating on emissions testing by the EPA. In July 1973, the
agency found that VW had installed temperature-sensitive devices that turned off emissions controls on about 25,000
Fastback, Squareback, and bus models. The company agreed to remove the devices and eventually settled with the
Justice Department, paying a $120,000 penalty.

Chief executive Martin Winterkorn resigned on Wednesday, and Volkswagen announced it would set aside 57.3 billion
to cover the cost of the scandal, but even that may not be enough.

The company has apologized, but has not yet detailed who was responsible for the defeat devices.

German media reported Sunday that Volkswagen had received warnings years ago about the use of illegal tricks to
defeat emissions tests. Bild am Sonntag said VW'’s internal investigation has found a 2007 letter from parts supplier
Bosch warning Volkswagen not to use the software during regular operation. Frankfurter Aligemeine Sonntagszeitung
said a Volkswagen technician raised concerns about illegal practices in connection with emissions levels in 2011.

A Volkswagen spokesman declined to comment on the reports.

The Clean Air Act allows for fines of up to $37,500 for each of the 482,000 suspect VWSs sold in the United States,
potentially totaling more than $18 billion. Attorneys general for nearly 30 states and the District of Columbia have
announced a coordinated investigation and said they are issuing subpoenas for company records.

There’s also a high likelihood of class-action lawsuits by angry VW owners.

“They’re facing a tsunami of possible state and federal enforcement actions, and a potential large number of violations
— including administrative, civil, and criminal,” said William Carter, a former federal prosecutor in Los Angeles who

specialized in environmental crimes and served as general counsel of the California Environmental Protection Agency.

Investigators will almost certainly look for any false statements made to the EPA and for signs that VW has tried to
conceal wrongdoing or obstruct regulators. Fraud charges could be considered if evidence emerges that company
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executives used the Internet or the mail system to carry out the deception. And money laundering allegations will be
explored if investigators suspect that VW sent illicit proceeds overseas.

“If a software package such as this were intentionally designed to defeat the emissions testing, there may well be e-mail
traffic, meetings, records that would establish that intent,” said Gregory Linsin, a former environmental crimes
prosecutor at the Justice Department.

But Linsin said he expected the Justice Department also to take into account the multiple investigations likely to take
place worldwide, and to not punish the automaker in a way that jeopardizes its ability to stay in business.

The problems at VW come as the Justice Department faces growing pressure to prosecute individual executives and
employees for corporate misdeeds. The last two major criminal investigations against auto companies — Toyota and
General Motors — yielded massive fines over car safety problems but have resulted in no prosecutions of executives.
Those outcomes dismayed consumer watchdog groups and grieving victims’ relatives, who demanded better
accountability for failure to disclose vehicle defects.

A memo this month by Deputy Attorney General Sally Yates sought to reaffirm the Justice Department’s commitment to
prosecuting employees and executives, directing among other policy mandates that corporations pushing for credit for
cooperating with the government must first turn over evidence against individuals.

“Volkswagen has a fundamental choice to make,” said Uhlmann, the former prosecutor. ““That is whether it intends to
cooperate and seek leniency, or whether it wants to fight the charges. Every indication over the last several days from

Volkswagen is that it intends to cooperate.”

Asked whether that meant he expected company executives to voluntarily come to the United States to stand trial, he
laughed.

“Absolutely not,” he said.

AP {via Dallas Morning News):
httofwwwr dallasnews. com/business/headlines /2015002 7 sell-sue-or-stay-put-considerations-for-volkswagen-

Sell, sue or stay put: considerations for Volkswagen owners
Tom Krisher and Dee-Ann Durbin
Updated: 27 September 2015 11:10 PM

DETROIT — If you're driving a diesel-powered four-cylinder Volkswagen, you're stuck with a fun-to-drive machine that’s
belching unhealthy pollutants from its tailpipe.

Until the company figures out how to fix its bogus emissions controls, there isn’t much you can do about your dirty
diesel.

Following disclosures that Volkswagen developed software for its 2-liter diesel engine that could better control
pollutants during testing than in real-world driving, there’s a lot up in the air for owners of Jettas, Golfs, Passats and
Beetles and Audi’s A3.

Here are some things to consider if you’re thinking of suing, selling or are unsure of what to do next.

The problem
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VW’s software turned on pollution controls for government tests, which are done on a treadmill device called a
dynamometer. When the software deduced that the cars were back on the street, the controls went off and the cars
polluted too much. About 500,000 of the cars were sold in the U.S.

VW hasn’t said how it will fix the problem.

Owners worry the repairs will cut fuel economy and performance — the reasons they bought the “clean” diesels in the
first place.

“I really hope they fix this thing,” said Zandy Hartig, an actress in Los Angeles who owns a diesel 2013 Jetta SportWagen.
“l assume since they did it on purpose they can undo it.”

The EPA has told VW to fix the cars so they comply with pollution regulations, but there’s no word from the company on
how or when that will be done. The EPA said it could take a year.

“We understand that owners of the cars affected by the emissions compliance issues are upset,” VW said on a consumer
website launched Sunday. The company asked for patience and said it would address the issue as fast as it can. A
spokeswoman wouldn’t comment further.

A recall fix may be coming soon for 2015 and 2016 models, neither of which can be sold until repairs are made. Mike
Jackson, CEQO of AutoNation, the country’s largest auto dealership chain, said that he was told by VW officials that a

software change will bring the last two model years into compliance.

But it’s a mystery how the company will fix models from 2009 through 2014, including whether software and equipment
changes will be needed, he said.

Did my car lose value?
Worried about their cars losing value, some owners might rush to put the car up for sale.

Eric Ibara, senior analyst for Kelley Blue Book, is encouraging owners to hang on to their VWs, at least until the company
comes up with a fix.

Ibara said the impact on VW’s resale values may not be known for two or three weeks. The price that dealers agree to
pay for vehicles being auctioned this week will be the first indication.

VW diesels traditionally have higher resale values than gasoline counterparts, but the scandal might erode that
premium, lbara said, especially if the fix cuts mileage or impacts their sporty performance.

If repairs are made, history shows there might not be a lasting impact. General Motors’ residual values weren'’t affected
by ignition switch recalls, and Toyota’s car values returned to normal within a year of an unintended acceleration crisis.

Some owners are hoping for rebates, while a consumer group called on VW to buy back the diesels.

Legal action?

Joining a lawsuit against VW is one option for owners, although it is likely to take years to get any relief.

Several U.S. lawsuits have been filed, some alleging the cars’ values will fall because of the scheme.

Consumers could have some success in the courtroom. In 2012, for example, Toyota agreed to pay more than 51 billion

to resolve hundreds of lawsuits filed by owners who said their vehicles lost value after the company’s unintended
acceleration problems.

ED_002078G_00013198-00030



Also, politicians are calling on the Federal Trade Commission to investigate, because VW often advertised the cleanliness
of the vehicles. The FTC, which monitors advertising claims, can seek remedies for all of the car owners.

Don Marron, 58, a banker from Allentown, Pa., wants Volkswagen to take back his 2012 SportWagen and apply the
credit toward a new car. He'd also consider a repair that didn’t compromise performance or fuel economy.

“I’'m going to wait and see what they do, but I'm not going to do nothing,” he said. “It’s just dumb that they did this.

How could they think that it wasn’t going to be discovered? What arrogance, what bad judgment.”

WSI:
Bt S wwewwsionmy/articles/auto-narts-makers-hit-by-vw-scandal- 1443395198

Auto-Parts Makers Hit by VW Scandal

Suppliers move to defend diesel technology, fearing shift toward alternatives
By JEFF BENNETT

Updated Sept. 27, 2015 7:50 p.m. ET

Auto-parts makers with big exposure to the diesel-car market are racing to salvage the technology’s reputation in the
wake of the Volkswagen AG emissions-cheating scandal.

Shares of the parts makers, which include Tenneco Inc., BorgWarner Inc., Delphi Automotive PLC and Continental AG,
were pummeled last week following the Environmental Protection Agency’s disclosure that VW cheated for years on
emissions tests of its diesel-powered cars.

The parts industry’s focus has shifted to defending the viability of diesel technology amid concerns that betrayed
consumers or auto makers, which face tighter government scrutiny of diesel, will turn their attention to hybrids and
electric-powered vehicles.

“You can’t have an event like this without questions being raised, but that doesn’t mean the technology doesn’t work,”
said Terrence Hahn, chief executive of Honeywell international Inc.’s $3.8 billion Transportation Systems unit.

“We have seen proven results around clean-diesel technology, and we don’t want what one auto maker has done to
tarnish the industry or the technology,” Mr. Hahn said.

Wall Street wasn’t convinced, however. Shares of Honeywell, a major supplier of the turbochargers often used to make
diesel-powered cars peppier, fell 10 cents Friday to $93.52, down about 5% from their close on Sept. 18. That was the
day the EPA accused VW of installing illegal software that sharply reduces nitrogen-oxide emissions, but only when the
cars are undergoing strict emission tests.

VW later acknowledged its use of the software and issued an apology.

The company promised to find a remedy to repair the 482,000 VW diesel cars in the U.S. as soon as possible. On Sunday,
it launched the website vwdieselinfo.com to tell VW diesel owners about the company’s plans to fix their vehicles.

Shares of Tenneco, which makes emissions systems and gets 8% of its revenue from VW, sank almost 8% last week,
while those of BorgWarner, which generates 17% of its revenue from the auto maker, fell 6%, finishing the week at 540.

BorgWarner recently opened plants in Portugal and South Korea, partly to produce more components used in starting
diesel engines.
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Continental, a German supplier of engine components, also was under pressure. Its stock lost nearly 6% of its market
value last week.

Closely held Robert Bosch GmbH, the German giant that supplied the components now at the center of the emissions
probe, has said VW was responsible for how the parts were installed.

On Friday, the EPA indicated it would step up scrutiny of diesel vehicles by overhauling the way it oversees the industry’s
compliance with emissions standards.

The regulator sent a letter to auto makers saying that it will conduct tests of 2015 and 2016 vehicles under normal
driving conditions, rather than accepting lab results, as it has done in the past.

In the U.S,, diesel engines are largely confined to heavier trucks, with diesel-powered cars representing just a small part
of the passenger-car market. But diesel is dominant in Europe, accounting for more than 50% of the passenger-car
market in 2015, according to Barclays.

Before the scandal broke, J.D. Power & Associates expected diesel to expand to 7% of the U.S. light-vehicle market by
2017 from 3% this year.

Barclays analyst Brian Johnson suggests those growth expectations need to change, both in the U.S. and Europe. And
that will squeeze some parts makers.

“Whatever the specifics that emerge from a VW investigation, we believe strongly that the VW scandal will heighten the
pressure on diesel in Europe,” he said in a research note last week.

“The end result of the VW issues will be to accelerate a move away from diesel in the European mass market, pressuring
suppliers leveraged to diesel,” Mr. Johnson said.

Mike Jackson, chief executive of AutoNation Inc., the largest U.S. auto retailer, said it would tough to rebuild trust with
potential diesel buyers in the U.S. “Itis another black eye for diesel engines overall,” he said.

Mr. Johnson of Barclays added that auto makers might need to accelerate development efforts of electric vehicles,
hybrid and more-efficient gasoline engines.

That could help parts makers, since many of the same companies will have to supply those component. But their
investments in diesel-powered cars could be lost if the industry shifts to those alternatives.

Telegraph {UK):
Wit/ Awwew telegraph.coulkfinance/nevsbveector/industry /11895848 /BREAKING -2 T-million-Audi-cars-fitte d-with-
Vi -emissions-cheat-devices. bt

VW scandal: German prosecutors probe Winterkorn as Volkswagen emissions-rigging crisis spreads to 2.1 million Audi
cars and Skoda models
By Julia Bradshaw10:31AM BST 28 Sep 2015

Prosecutors in Germany have opened a criminal investigation into former Volkswagen chief executive Martin
Winterkorn in the wake of the emissions-rigging scandal.

The probe is understood to concentrate on accusations of fraud after it was revealed that VW had fitted 'defeat’ devices
in millions of its diesel cars worldwide to cheat government emissions tests.
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The investigation aims to establish who was responsible, according to the statement from prosecutors in Braunschweig,
Germany, and will look at Mr Winterkorn's role in the worst crisis to hit VW in its 78-year history.

The prosecutors have also received a number of criminal complaints, including one from Volkswagen itself.
Winterkorn quit saying he was "not aware of any wrongdoing on my part”

Under the German system, anyone can file a criminal complaint with prosecutors, who then must examine the
complaint and decide whether there is enough evidence to open a formal investigation and for charges to be brought.

It is essentially the equivalent of a police investigation in the UK.
Prosecutors say it is too early to determine if and when they may try and interview Mr Winterkorn himself.

"This is a very broad case and in other such investigations it has taken many months, sometimes years," a spokesman
said.

Mr Winterkorn stepped down as CEQ last week and was replaced by former Porsche boss Matthias Mueller after the
emissions-rigging scandal wiped billions of pounds off the value of VW and tarnished its previously solid reputation for
reliability and quality.

Mr Winterkorn has denied knowing about the pollution-cheating software, and issued a statement at the time of his
resignation saying: "l am doing this in the interests of the company even though | am not aware of any wrongdoing on
my part.”

Dr Hans-Christoph Hirt, a director at fund manager Hermes, criticised VW's choice of corporate insiders to take charge of
the company, saying the move "raises some real doubts whether the key shareholders have recognised the need for

fundamental reform and a real new beginning".

He said: "Following intensive engagement with Volkswagen on corporate governance issues between 2006 and 2009, we
have repeatedly raised concerns about aspects of Volkswagen’s corporate governance.

"We plan to attend the Extraordinary General Meeting of Volkswagen on November 9 and on behalf of a group of
investors will explain our concerns and suggest changes to the company’s corporate governance and culture to other

shareholders and the management and supervisory boards."

The news came as Audi announced that the device used in parent company Volkswagen's cars to manipulate emissions
tests was also fitted in 2.1 million of its own luxury cars.

Of the 2.1 million autos, some 1.42 million diesel-powered Audi vehicles are registered in Western Europe, with 577,000
in Germany.

There are almost 13,000 cars containing the cheat software in the United States, a spokesman for Ingolstadt-based Audi
said today.

The engine in question was built into 1.6-litre and 2-litre turbo diesel models in the Al, A3, A4, A6, TT, Q3 and Q5
ranges.

The cars involved have engines in the "euro 5" emissions category. Those with the newer "euro 6" engines aren't
affected by the emissions scandal.

"We’'re working at full speed to find a technical solution," said Juergen de Graeve, a spokesman for Audi.
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“Once we have that solution, we’ll write to customers and we’ll upgrade the cars so that they’re within emissions
regulations.”

Skoda, which is also part of the VW family, has said that 1.2 million of its cars worldwide contain the software cheat,
according to reports.

Volkswagen shares have fallen by more than 7pc so far today.

It has also emerged that VW has suspended the R&D chiefs of its core VW brand, luxury division Audi and sports-car
maker Porsche, sources familiar with the matter told reporters.

The carmaker's supervisory board last Friday agreed to put a number of employees on leave until the details of affair
were cleared up.

VW sparked global outrage last week when it admitted that 11 million of its diesel cars are fitted with special gadgets
that activate pollution controls during tests but secretly turn them off when the car is on the road.

The deception has wiped billions off the value of the car giant and is set to land the German auto maker with substantial
penalties and recall costs as governments and regulators around the world launch investigations - some of the criminal -
into the scandal.

The nations carrying out probes include the UK, South Korea, India, Brazil, Australia, France, ltaly, South Africa and
Norway - whose economic crime unit has opened an investigation.

The US Justice Department has also launched a criminal probe.

Executives at VW have been accused of masterminding the emissions scandal from the company’s headquarters in
Wolfsburg.

The chain of command of those involved in the rigging deception stretched all the way back from the US to VW’s home
patch, it has been claimed, with executives in Germany controlling the key aspects of tests which the firm now admits
were manipulated.

It was said that the cars that missed US emissions targets were reported to managers in Wolfsburg.
Testers at a California site evaluated vehicles and results were sent back to Germany before being passed to the US
Environmental Protection Agency.

If any car failed to meet emissions targets, a team of engineers from Volkswagen headquarters or Audi’s base in
Ingolstadt was flown in.

UK Prime Minister David Cameron has condemned Volkswagen over its rigging of emissions tests.
“If companies are breaking the rules and fiddling their figures, that is unacceptable,” Mr Cameron said as he flew to New

York for a visit to the United Nations. “Emissions standards matter and they have to be properly policed and delivered.”

Any move to restrict sales would be “all a matter for the Transport Department,” he said.
German authorities have also demanded the carmaker present a timetable for fixing affected vehicles.

The regulators have asked VW to come up with a plan by October 7 to show when its cars will meet emissions
requirements.

The German government has also insisted that it did not know about the rigged diesel emissions tests at VW before the
story broke.
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"The transport minister found out about the allegations of manipulation the weekend before last,” a spokesman said.
"We had no previous knowledge that this system was being used."

Volkswagen has set aside €6.5bn to cover damages including fixes for the vehicles, potential regulatory fines and
lawsuits, but the cost of the fallout is expected to be much larger.

The FBI in Detroit is reportedly handling a US criminal investigation of the German company, while 27 state attorney
generals have unleashed a joint investigation into the blighted car maker.

Thse 27 states are reportedly going to send subpoenas to the company - these are essentially writs compelling
testimony or evidence to be produced or face a penalty.

Private law firms are also lining up to take on VW, with a class action suit already being filed by a Seattle law firm.

The automobile giant already faces at least 60 lawsuits filed in federal courts in the US by consumers alleging the
company committed fraud by cheating on emissions tests, which means their cars might not be as efficient as they
believed them to be.

Dutch investor group VEB, which represents shareholders, has issued a liability claim against Volkswagen for the losses
incurred by investors in the wake of the emissions fraud.

The group said: “The liability in question concerns the incorrect, incomplete and misleading information provided by
Volkswagen...this manipulation kept the Volkswagen share price artificially high.

“In doing so Volkswagen acted unlawfully; not only towards car owners but also its own shareholders.”

Meanwhile, European environmental organisation, Transport & Environment, has said it has found some new models of
Mercedes, Volkswagens, BMWSs and other new cars consume much more petrol than lab tests claim, according to
reports from PA.

The organisation said it had found no proof the cars are equipped with the same sort of "defeat devices" installed on
diesel-powered Volkswagens, but called on European Union governments to broaden their probes into the scandal to
cover petrol cars as well.

Both the EU and US have announced plans to crack down on the way car emissions are measured.

Currently, manufacturers test emissions in near-perfect lab settings, using smooth tyres unsuitable for roads, engine
lubricants so expensive they're beyond the reach of most consumers and even clip off wing mirrors to achieve required
emission results.

US regulators and the European Commission have both said they will introduce rules forcing manufacturers to test car
emissions under real world road conditions.

The EU is expected to introduce new legislation in early 2106, although French ministers on Thursday called for this to
be brought forward to before the end of the year.

New VW boss Matthias Mueller has pledged to win back the trust of customers.

“My most urgent task is to win back trust for the Volkswagen Group by leaving no stone unturned and with maximum
transparency, as well as drawing the right conclusions from the current situation,” he said on Friday.

Despite the turmoil at VW, the European Central Bank has not suspended the purchase of assets backed by VW loans,
under its quantitative easing programme.

ED_002078G_00013198-00035



Contrary to reports over the weekend, the latest list of eligible collateral purchased by the ECB still includes securities
issued by the carmaker.

Dispatch Times:
hito/fwwew dispatehtimes.com/fwhat-to-do-ifvou-have-vollowagen-affected-by-the-emissions-scan/ L0617/

What to do if you have Volkswagen affected by the emissions scan
BY NEWSMEDIAON SEPTEMBER 28, 2015

Regulators will add more spot-checks to cars already on the road as part of a toughening of USA environmental
oversight following Volkswagen's admission that it fitted as many as 11 million diesel cars worldwide with software that
rigged pollution tests.

The software tells a auto when it is under an official test, triggering emissions control systems that do not seem to be
operating under normal driving conditions.

Volkswagen appointed Matthias Mueller as its new chief executive officer, to help the German automaker recover from
a scandal over its rigging of USA vehicle emissions tests.

“We are not going to tell them what these tests are; they do not need to know”, said Christopher Grundler, director of
the EPA’s Office of Transportation and Air Quality.

EPA officials insisted on a call with reporters Friday that the previous testing procedures were sophisticated and
sufficient to accurately detect the emissions from the diesel cars as long as a manufacturer is not deliberating trying to
cheat the process.

The EPA move comes amid a widening scandal over Volkswagen’s diesel vehicles, as the automaker has admitted it
installed a cheat device to remove nitrous oxide from exhaust emissions during lab testing. Volkswagen CEO Martin
Winterkorn issued an apology, stating that he was “deeply sorry that we have broken the trust of our customers and the
public”.

The EPA’s findings regarding the scandal saw that 482,000 cars in the U.S. were involved including the brands made by
VW such as the Audi A3 and the VW models Jetta, Beetle, Golf and Passat.

The US Department of Justice {Dol) has said that the United States would be taking part in an investigation by the
Environmental Protection Agency (EPA) into the vehicle company.

Why did successive governments not discourage the proliferation of diesel vehicles which now account for about half of
new cars in Britain?

The Air Resources Board sent a letter to all vehicle manufacturers Friday notifying them of the change that will be
effective immediately.

Private owners of the 2009-15 VW and Audi models equipped with the violating 2.0-liter diesel may continue driving the
cars, and do not have to do anything until Volkswagen of America and the EPA agree on a timeline for a recall.

From: Gong, Kristiene

Sent: Friday, September 25, 2015 3:03 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia
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Cc: Smith, Roxanne
Subject: RE: Volkswagen Clips 9/25/2015

The Atlantic:
hito: /fwwew theatlantic.com/business/archive/2015/0% volkiswagen-seandal-cheating-emission-virginia-ena/407425

The Academic Paper That Broke the Volkswagen Scandal

Last year, a group of researchers at West Virginia University uncovered one of the biggest frauds in automotive history
while working under a small $50,000 grant.

BOURREE LAM 1:23 PMET

Every day since the story first broke a week ago, the ripples of Volkswagen’s scandal have extended further and further.
Initially, the Environmental Protection Agency ordered Volkswagen to recall nearly half a million vehicles after
discovering illegal devices intended to cheat emissions testing. Then, Volkswagen announced the number of vehicles
affected is closer to 11 million worldwide—and that the company has set side $7.2 billion to fix the problem.
Volkswagen’s CEQ at the time, Martin Winterkorn, soon resigned.

The company’s board is expected to pick Matthias Mueller, the chief executive of Porsche, to take over. There are
reportedly nearly 30 class-action lawsuits pending from car owners in all 50 states, plus 5 provinces in Canada. All these
furious drivers bought their cars believing that they were highly fuel-efficient—which appears to not be the case,
affecting their resale values significantly.

But how did this whole thing begin? At a small lab in West Virgina, it turns out. In 2012, a group of researchers at West
Virginia University won a $50,000 grant from the International Council on Clean Transportation to do performance
testing on clean diesel cars. Arvind Thiruvengadam, a research assistant professor in mechanical and aerospace
engineering, told NPR this week that the team was merely excited do the research—which involved driving the clean
diesel cars outside the lab—and write a journal paper based on the data. They never expected that they would discover
one of the biggest frauds in automotive history.

When Thiruvengadam and his colleagues tested Volkswagen’s clean diesel cars, they found discrepancies up to 35 times
the expected emissions levels. The researchers suspected cheating, but couldn’t be sure. David Carder, another
researcher on the West Virginia University team, told Reuters that the fallout at hand is surprising because this data was
made public over a year and a half ago.

The stakes were upped when the Volkswagen cars in question were tested by the California Air Resources Board (CARB)
in an investigation starting May of last year, and the CARB and EPA started discussions with Volkswagen on why there
were such discrepancies. Volkswagen insisted to EPA officials that the discrepancies were due to a technical issue rather
than deliberate cheating. Only when the EPA threatened not to approve Volkswagen’s 2016 clean diesel cars for sale in
the U.S. did the company finally fess up.

Volkswagen will survive this scandal {even though its stock has plunged 30 percent, wiping out a quarter of its market
value), but now the future of diesel cars are at stake and it’s expected that the consumers who wanted clean diesel cars
for their greenness will likely switch to hybrids, while those who care for performance might try to dodge the recall.
Either way, Volkswagen will be held responsible for clean diesel’s coming existential crisis.

From: Gong, Kristiene

Sent: Friday, September 25, 2015 2:42 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/25/2015

International Business Times:
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Does EPA’s Response To Volkswagen's Emissions Cheating Go Far Enough?
By Cole Stangler

Auto regulators are now on the offensive after being deceived by Volkswagen for years. They unveiled a response Friday
to the company’s stunning admission that it systematically cheated on emissions tests from 2009 to 2015. In a letter to
automakers, the U.S. Environmental Protection Agency said it will bolster testing procedures to detect so-called defeat
devices like the ones Volkswagen used to shut down pollution control systems outside of testing conditions.

Jesse Prentice-Dunn, a policy analyst at the Sierra Club, applauds the move. But he says “long-term” fixes are still
needed. “The testing regime needs to be revamped.”

Critics have long said as much. Under the current testing system, automakers in the United States conduct their own
examinations and report the data to federal officials. The EPA, meanwhile, conducts spot checks, but its resources are
stretched thin.

Dan Becker is the director of the safe climate campaign at the Center for Auto Safety. For companies to respect
emissions standards, he says, officials need to remove the tests from private hands and transfer them to labs with
federal supervision. “Right now, you’'ve got the foxes in control of the chicken coop, and that’s never going to be a good
show.”

In an ideal world, Becker says, automakers would simply follow the law. But in the last few decades, companies have
shown a remarkable penchant for gaming the standards, and the current structure of the testing system makes it
exceedingly easy to do so.

“If these companies were being honest, we wouldn’t need an elaborate system to make sure they don’t cheat,” Becker
said. “But they've proven that they do cheat.” Not just Volkswagen -- but “virtually every major automaker,” he
asserted.

A History of Gaming The System

It started in the 1970s, just after the EPA was created and began to regulate auto emissions under the Clean Air Act.
Volkswagen, in fact, was among the first to equip its cars with defeat devices to override emissions control systems. In
1973, it confessed to installing them on 25,000 cars. The following year, Chrysler was forced to recall more than 800,000
cars after it was found to have installed a similar device in radiators.

The 1990s saw a couple of major scandals. In 1995, General Motors settled with the Justice Department and the EPA for
$45 million, acknowledging it installed a computer chip in 500,000 Cadillacs that tripled the amount of carbon monoxide
output when the cars’ heating and cooling systems were running. Three years later, Caterpillar, Mack Trucks and Volvo
Trucks reached a similar settlement, worth S1 billion, for equipping trucks with defeat devices.

Kia and Hyundai followed suit more recently. Last November, the South Korean corporations copped to overstating fuel
economy standards on 1.2 million cars from 2010 and 2012, settling with the Justice Department and the EPA for $300

million.

A representative for the Alliance of Automobile Manufacturers, a trade group that represents automakers operating in
the United States, declined to comment.

What Is To Be Done?
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The Sierra Club’s Prentice-Dunn says one path to reform could simply be to increase the number of spot checks. Indeed,
Christopher Grundler, director of the EPA’s Office of Transportation and Air Quality, recently told the Associated Press
that the agency may soon do this.

Grundler was less forthcoming about the EPA’s plans to enhance detection of defeat devices -- the subject of Friday’s
letter to automakers. On a call with reporters, he wouldn’t say what changes the agency is enacting to audit lab results
submitted by car companies.

“They don’t need to know,” he said, of the automakers. “They only need to know that we will be keeping their cars a
little bit longer, and we're going to driving them more.”

Becker says more oversight is a good step, but regulators need to go further by eliminating their reliance on companies’
test data altogether.

“This is an industry that has proven it’s not trustworthy,” said Becker. “The EPA shouldn’t trust them when they say, ‘our
vehicles meet your standards, everything’s just peachy keen.” The government needs to set up a better testing system
and not rely on the auto companies’ assertions.”

He’s not sure exactly how that would look -- whether it would be in-house or conducted at independent labs with
federal supervision -- either way, he says, it would need to be firmly outside the control of companies. Taxpayers, in
theory, could cover a portion of the cost, but companies should be forced to foot most of the bill.

Congressional Republicans, who have made frequent targets of the EPA, would likely oppose such a plan. Since 2010, the
agency has seen its budget decline by a fifth, or about 52 billion. Earlier this month, 20 Republican members of Congress
filed articles of impeachment against Gina McCarthy, head of the agency.

Luke Tonachel, director of clean vehicles and fuels at the Natural Resources Defense Council, says all this makes it harder
for the agency to do its job. “If the EPA’s resources are constantly under attack, it’s only gonna be harder for them go
out and catch the cheaters.”

Fortune:
hitn: /ffortune com/ 200 5/09/25 fem-volkswagen-emissions

Former GM Vice Chair: "l almost feel sorry” for Volkswagen
by Chris Matthews

Bob Lutz says the competition wondered how VW could get low emissions cheaply

For six years, Volkswagen has been installing software in its cars to help them cheat on EPA emissions test. As former
GM Vice Chair Bob Lutz told CNBC Friday, the rest of the industry was wondering just how the company was able to get
clean emissions so cheaply.

Lutz said that he consistently pressed his engineers to figure out what his competitor was doing, ““They said, ‘We can’t
answer that question,” according to Lutz. “Honda asked the same question. They couldn’t figure it out either because
with near identical engines and hardware from the same suppliers, they could not get themselves to pass.”

Lutz also predicted that to fix the problem will be, “incredibly expensive” after factoring in government fines and

consumer lawsuits for complaints like loss of value. He even went so far to say that he “almost” feels sorry for his former
competitor.
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From: Gong, Kristiene

Sent: Friday, September 25, 2015 2:11 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/25/2015

International Business Times:
hito: /fwew ibtimes.comy/vollswagen-whistleblower-we-gave-ena-diesel-emissions-data-2014-2 114511

Volkswagen Whistleblower: "We Gave EPA The Diesel Emissions Data In 2014"
By Mike Brown

The Volkswagen scandal has shaken the automotive world. It all started with two men: Peter Mock and John German.
The pair worked with West Virginia University to try to show that clean emissions tech doesn't necessarily effect
automotive performance. Instead, they discovered that the chosen cars were pumping 40 times more emissions into the
air than they were supposed to. They submitted their findings to the California Air Resources Board and the federal
Environmental Protection Agency.

This week, German, senior fellow at the International Council on Clean Transportation, suddenly became one of the key
figures in a story about how the global car manufacturer had cheated on EPA emissions tests. The shocking revelations
have had widespread impact on the industry and started an international conversation on emissions testing. They also
cost Volkswagen CEQ Martin Winterkorn his job. Here, German speaks to International Business Times about how
Volkswagen got away with it, the wider implications, and what happens next.

International Business Times: Now, as | understand it, Volkswagen was using a "defeat device" to measure the
conditions of the car, but this wasn't actually a device. It was a piece of software, correct? What was that software
measuring for?

John German: We don't know. You are correct it is software, it has to do with the computer looking for the conditions
under which test procedure was conducted, and if it detects the conditions, the emission controls behave the way they
were designed. But if it does not detect those conditions, it switches to a different control where it reduces the effect of
the system. The specifics as to how they reduce effectiveness, though, we don't know. There's quite a number of ways
they could detect how they could see that the car was being tested.

IBT: Who could have known about this?

German: One aspect that's really interesting is that we turned data and report over to CARB and the EPA back in May
2014 and they discussed the problems with Volkswagen. Then in December 2014, Volkswagen issued a field fix, and they
reflashed the computers in the cars to install the field fix. A few months later they assessed, and found the defeat device
was still in the field fix. That is incomprehensible to me, so the interpretation is that this was only a relatively small part
of the company.

IBT: Is this something that's ever happened before?

German: There have been a number of other defeat device cases. The best-known case was in the [ate 1990s with
heavy-duty engine manufacturers, ones for really big freight trucks. They did something similar; they were concerned
with driving long distances. So they looked for a steady state highway speed for more than x mins, after which they

would change calibrations, pushing the NOx up.

IBT: But I'm assuming before they didn't have as advanced computers and electronics. How did they control it before?
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German: The systems were simpler. Before NOx after treatment, it was all in calibration. One example of this was what's
known as exhaust gas recirculation. That was the first step of control. You could put in one of those to reduce NOx, but it
would also increase fuel consumption, so you could switch it off.

IBT: When will we find out what Volkswagen was doing? Are we talking more in months or years?

German: We will only find out if CARB or EPA reveal it. It might be part of the settlement with Volkswagen, as part of the
legal agreement. There is a good chance that the EPA will release the info, but we're probably talking more in months. At
this stage, though, it's definitely in Volkswagen's interest to get it fixed and behind them as fast as possible.

IBT: Could we conduct tests to find out for ourselves how Volkswagen were doing this?

German: Maybe. It would be difficult. The kind of time and expertise it takes to reverse-engineer calibrations ... these
computers are really powerful and complex, and it would take a large amount of time and expertise.

IBT: But we know the car was looking for certain conditions. What are these conditions they could have been measuring
for?

German: There are several factors. On an official test the non-drive wheels don't spin, the front wheels do not turn. The
test is run at a consistent ambient temperature. It's always run with a cold engine, and the test has a defined speed
trace, i.e. the speed for each second. Volkswagen could have looked for any of those.

IBT: Thank you for your time, this has been very interesting. Is there anything else you wanted to say about this that you
don't think we covered?

German: The main point is that governments need to do a better job of oversight and enforcement. Worldwide, in

China, India, Brazil ... the primary lesson is that there needs to be better oversight and more data.

CBC News (Canada):
Wit/ Awww choca/news/business/volkswagen-emissions-testing-1.3 243656

EPA works with Canadian regulators to retest VW vehicles
U.S. regulators warn they will revamp testing protocols after learning of VW cheat device

The U.S. Environmental Protection Agency is looking to revamp the way it tests emissions for all automobiles in the wake
of the scandal over Volkswagen's manipulation of emissions data.

The EPA will also be working closely with Environment Canada, which has an "excellent laboratory," to co-ordinate
widespread testing around the Volkswagen emissions, EPA officials said in a conference call on Friday.

Affected vehicles have yet to be recalled, but the EPA said it is looking for "recall solutions." Part of the problem is that
there is no fix that won't negatively impact vehicle performance.

An estimated half million vehicles in the U.S. are affected, with Environment Canada estimating 100,000 VW diesels are
in service in Canada.

The EPA said it is sending a letter to automakers outlining plans for more extensive testing of all vehicle models.

That echoes an initiative by European regulators, who plan to move in 2017 to a system of road testing for vehicle
emissions standards.

Light commercial trucks
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The EPA move comes amid a widening scandal over Volkswagen's diesel vehicles, as the automaker has admitted it
installed a cheat device to remove nitrous oxide from exhaust emissions during lab testing.

On Friday, Germany's transport minister said that light commercial trucks made by Volkswagen appeared to have the
same software geared toward cheating on U.S. emissions tests.

Transport Minister Alexander Dobrindt told lawmakers Friday that 2.8 million vehicles in Germany may be affected.

Meanwhile, Daimler AG, the maker of Mercedes cars, is rejecting claims by a German environmental group that it
appears to have been involved in manipulation of emissions data.

The Deutsche Umwelthilfe group said Friday it had information that almost all German manufacturers of diesel cars
exceed emissions limits and speculated that the cars were declared road-worthy by regulators because of cheat devices.

"We sharply deny the allegation that we manipulated our cars during emissions tests. We never did and do not now use
a defeat device,” Daimler said in a statement.

Questions over emissions testing

Volkswagen cars as far back as 2009 are equipped with the defeat software that is geared toward passing emissions
standards.

The revelation has put the EPA, and testing agencies around the world, on the alert.

Chris Grundler, head of the EPA's office of transportation and air quality, was clearly on the defensive, saying the EPA
had left it to European regulators to do more extensive tests of diesel as the fuel is in wider use there.

It wasn't the EPA that uncovered the high nitrous oxide emissions from VW diesel cars, but the International Council on
Clean Transportation (ICCT), a nonprofit research organization based in Virginia.

"Do | wish we had uncovered it sooner? Absolutely,” he said.

VW was able to fool the EPA because the agency only tested the cars on treadmill-like devices called dynamometers and
didn't use portable test equipment on real roads. The software in the cars' engine-control computers checked the speed,
steering wheel position, air pressure and other factors to determine when dynamometer tests were under way. It then

turned on pollution controls that reduced the output of nitrogen oxide, an ingredient in harmful ozone, the EPA has said.

The agency does have on-road testing equipment, but it is used to monitor automaker gas mileage estimates and heavy-
duty diesel trucks, which create more emissions.

"It's not a question of equipment or technology or capability. It's a question of where we deploy those resources,”
Grundler said.

Any new testing will include investigations that will uncover any software designed to fool emissions testers, Grundler
said.

More extensive road testing is also on the way, he warned automakers, though he did not specify exactly which tests the
EPA plans.

The scandal has also exposed holes in the European testing system, where tests are done in laboratory conditions on

special pre-production models provided by the manufacturers. Norway, France and ltaly announced moves today to
investigate VWs sold in their countries.
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Europe's tests have not been upgraded since 1996 and critics say its testing is less rigorous than North American testing.

The EU has proposed real-world testing from 2017, with new proposals to close loopholes and design testing to more
closely resembile real-world road conditions.

ICCT testing of diesel cars hints at trouble for many automakers around diesel emissions, with poor results for Volvo,
Renault and Hyundai as well as Volkswagen.

From: Gong, Kristiene

Sent: Friday, September 25, 2015 1:26 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/25/2015
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EPA expands emissions tests in wake of VW scandal
By Greg Gardner
The EPA also will test diesel vehicles produced by other automakers.

The U.S. Environmental Protection Agency will introduce new tests to detect devices like the one Volkswagen used to
cheat on its emission test to comply with the Clean Air Act, agency officials said today.

The German automaker said Matthias Mueller, currently the head of its Porsche unit, will become CEQ, replacing Martin
Winterkorn who resigned earlier this week because of the emissions cheating scandal.

The EPA apply the new regimen to diesel vehicles produced by other automakers. The agency is also asking owners to
allow EPA researchers to test their diesel vehicles to learn more about how the German automaker disguised their
violations, that could lead to a fine of up to $18 billion in the U.S. alone. More broadly Volkswagen has said 11 million
vehicles worldwide used some type of software to game various countries' environmental standards.

"We're going to adapt new practices and more demanding tests to improve our enforcement,” said Chris Grundler,
director the EPA's office of transportation & air quality. "We are not going to tell manufacturers what these new tests
are. They don’t need to know."

In the U.S., the EPA found that 482,000 Volkswagen cars sold between the 2009 and 2015 model year used a defeat
device when testing the vehicles.

They include:

Jetta (model years 2009-15)
Beetle (model years 2009-15)
Audi A3 (model years 2009-15)
Golf {(model years 2009-15)
Passat (model years 2014-15)

Without the defeat devices, which were deactivated after Volkswagen met the emission requirements, the VW and Audi
vehicles were emitting nitrogen oxides {NOXx), a greenhouse gas, at levels up to 40 times the permissible standard.
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Grundler and Janet McCabe, EPA acting assistant administrator for the office of air and radiation, asserted that neither
their agency nor the California Air Resources Board, which can also penalize Volkswagen and Audi, don't allow any
manufacturer to "self-certify," or conduct their tests without regulatory involvement.

EPA and CARB uncovered the defeat device software after independent analysis by researchers at West Virginia
University, working with the International Council on Clean Transportation, a nongovernmental organization.

Grundler said EPA has the money and staff to expand its emission testing.
"We have the equipment. We have the people. We have 23 of these measurement systems and they are not cheap," he

said.

Washington Post:
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EPA to begin more rigorous testing of all diesel cars after VW scandal
By Thad Moore

Federal regulators are launching more aggressive testing of diesel-engine cars across all manufacturers in the wake of
the Volkwagen emissions-cheating scandal, the Environmental Protection Agency said Friday.

The EPA also says it will add additional tests designed to ferret out “defeat devices” like the software VW used to
circumvent emissions tests.

The agency had been focused its diesel testing on big-rig trucks because they are more common than diesel cars and
account for more pollution in the U.S,, said Christopher Grundler, director of the EPA’s Office of Transportation and Air
Quality.

The EPA will begin testing cars Friday, Grundler said, and it will seek out test vehicles from rental car fleets and
consumers. The agency doesn’t know how long the testing would take, but Grundler said it is working with regulators in
California and Canada to speed the process.

VW acknowledged that 11 million of its vehicles worldwide, including nearly 500,000 in the United States, were involved
in a deception that allowed the vehicles to pass emissions tests while emitting nitrogen oxide at up to 40 times the
federal standard. Its’ CEQ, Martin Winterkorn, stepped down this week and the company is under criminal investigation
and faces billions in fines. VW also set aside more than $7 billion to fix the problems with its cars and begin to repair its
reputation with customers.

Neither the EPA nor Volkswagen have said how long it will take to fix the nearly half-million cars in the U.S. with defeat
devices. But it expects cars in the 2015 model year will be patched “relatively quickly,” Grundler said.

Older versions of the Passat should be fixed soon after that, but other models will take longer because designing a

solution “will require additional engineering development that will take longer,” Grundler said.

US News & World Report:
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EPA Beefing Up Emissions Tests in Wake of VW Scandal
The agency also says it plans to test gasoline and diesel vehicles that are on the road today.
By Alan Neuhauser
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One week after Volkswagen copped to cheating on federal emissions tests of popular VW and Audi “clean-diesel” cars,
the Environmental Protection Agency sent a letter to vehicle manufacturers Friday announcing it was toughening its
emissions tests. The agency also will be launching audits of every current make and model of light-duty diesel passenger
vehicle, reflecting concern that cheating might be widespread.

The expanded checks will include on-road testing to better emulate real-world driving conditions. Some critics had
previously alleged that the tests were outdated and easily outsmarted. The new audits will also include gasoline
vehicles, an EPA official said

In this photo taken Feb. 14, 2013, a Volkswagen logo is seen on the grill of a Volkswagen on display in Pittsburgh. The
Environmental Protection Agency (EPA) says nearly 500,000 Volkswagen and Audi diesel cars built in the past seven year
are intentionally violating clean air standards by using software that evades EPA emissions standards.

RELATED

Volkswagen Sees Billions Erased From Market Value After Rigging Claims

The agency also confirmed that affected VW and Audi vehicles — diesel Passats, Jettas, Beetles, Golfs, and A3s, together
numbering around 500,000 cars in the U.S. — would be recalled as the German auto group devises solutions to make the
cars compliant with U.S. air standards.

“These violations are very serious,” Janet McCabe, acting assistant administrator for the EPA’s Office of Air and
Radiation, said during a call with reporters. “VW was concealing the acts from EPA, from the state of California, and from
consumers.”

The California Air Resources Board tests vehicle emissions and was among the groups that uncovered the cheating
regimen.

Volkswagen Group CEO Martin Winterkorn resigned Wednesday amid the continuing fallout from the scandal, stating he
was “shocked by the events of the past few days” and “stunned that misconduct on such a scale was possible in the
Volkswagen Group.”

VW and Audi may ultimately face a penalty of up to 518 billion, or $37,500 per vehicle in violation. By comparison,
Hyundai and Kia were penalized 5300 million last year for overstating vehicles' fuel economy and greenhouse gas
emissions.

The Justice Department has also reportedly opened a criminal investigation of Volkswagen AG.

EPA officials intimated that they expected VW and Audi penalties — as well as the expanded audits — to reflect the
flagrancy of the violations. The cars, from model years 2009 through 2015, contained “defeat devices” buried in the
software governing their engine controls. These lines of code automatically reduced emissions of nitrous oxide, or NOx,
during tests, then switched off the restrictions during normal driving.

The cars were found to emit as much as 40 times the legal limit of NOx, the EPA said, which causes smog and a range of
health problems. With 11 million of the vehicles on the road worldwide, one "back-of-the-napkin” calculation by Vox’s
Brad Plumer found they churned out as much as 20 times the NOx of a typical power plant, contributing to anywhere
from dozens to hundreds of premature deaths.

“The facts before us show us that this firm sadly developed a very sophisticated scheme to defeat this test using

software very deep in the engine control,” Christopher Grundler, director of the EPA’s Office of Transportation and Air
Quality, said during Friday’s call.
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The EPA is partnering with the California Air Resources Board and bringing about Environment Canada — that nation’s
version of the EPA — to carry out its audits of gas and diesel vehicles. The agency said it would test cars from private
owners who volunteer, as well as vehicles from rental companies. Officials declined to speculate how long the testing
would take or how much it would cost the agency, but did acknowledge that expected recalls of VW and Audi vehicles
would take longer for older models.

“We expect the first generation of vehicles, all pre-2015 vehicles except for the Passat, will require additional
engineering ... that will take longer,” Grundler said.

VW's four-cylinder diesel vehicles for 2016 also have not yet received required emissions certification from the EPA
because officials aren't yet certain the vehicles will perform as required.

The EPA’s testing procedures date to 1975 and were most recently updated in the “early 2000s,” Grundler said, when
they were expanded to reflect aggressive driving, high-speed driving, and driving in hot and cold weather.

In light of the VW and Audi practices, he added, “we are going to be adopting some new approaches and new tests as a

continuous improvement of our oversight.”

CNBC:
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EPA: Expect range of penalties for VW amid scandal
Fred Imbert

The Environmental Protection Agency said Friday it will be cracking down on Volkswagen after the German automaker
admitted it added software on its vehicles to deceive emissions tests.

The EPA said it will hit the company with a range of penalties as a result of the investigation, but added that it has not
issued a recall since the discovery.

"We are upping our game," Chris Grundler, head of transportation and air quality at the Environmental Protection
Agency, told reporters in a teleconference.

The automaker, one of the largest car companies in the world, could face fines of $37,500 per vehicle in the U.S,, the
EPA said last week. With around 482,000 of its diesel vehicles sold in the U.S. since 2008, this could mean a penalty of up
to $18 billion.

Rain clouds are seen over a Volkswagen symbol at the main entrance gate at Volkswagen production plant on
September 23, 2015 in Wolfsburg, Germany. Volkswagen CEO Martin Winterkorn and other members of the supervisory
board are believed to be meeting inside the headquarters to discuss the Volkswagen Diesel emission scandal, which
affects 11 million vehicles worldwide.

Europe's carmakers caught up in VW storm
The agency also said it has already begun new testing of all diesel-powered vehicles, and is planning even more new

tests.

The EPA said it will improve its ability to detect so-called defeat devices or software that can reduce emissions during
testing. But it will not tell automakers specifically how it is improving the testing.

"They don't need to know," Grundler said.
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It added that the vehicles are safe to drive. Nevertheless, it also said these events make it clear it needs to improve its
oversight over automakers and that Canada's Department of the Environment would be an active partner in testing
vehicles more quickly.

Volkswagen German-listed shares have fallen nearly 30 percent in the last week, according to FactSet.

From: Gong, Kristiene

Sent: Friday, September 25, 2015 1:07 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/25/2015
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VW cheating scandal prompts EPA to widen testing of diesel cars
By JERRY HIRSCH

Working with regulators in California and Canada, the Environmental Protection Agency launched a new testing program
Friday to look at the emissions from every make and model of diesel passenger cars on U.S. roads.

The increased oversight is a response to the discovery earlier this month that Volkswagen was using sophisticated
software to cheat on pollution tests on 482,000 diesel vehicles sold in the U.S.

The automaker, which faces a federal criminal investigation and other regulator sanctions, admitted cheating and said
the software could be on as many as 11 million vehicles worldwide.

“Clearly this is a concern for air quality and public health,” said Janet McCabe, acting assistant administrator of the EPA
office of air and radiation. “The Volkswagen violations before us now show that we must continue to improve our
oversight.”

Both the California Air Resources Board and the Environment Canada will join in the testing.

“This will allow us to move more quickly to test more models,” said Christopher Grundler, director of the EPA’s office of
transportation and air quality.

The agency sent a letter Friday to all automakers explaining that their vehicles will undergo extra scrutiny.
The EPA said it now will test or require testing on any vehicle in a setting that emulates normal driving specifically for
investigating the presence of a so-called defeat device, the industry term for systems that hide a vehicle’s true

emissions.

This will be in addition to the five standard emissions tests all new vehicles undergo and may require additional time, the
agency said.

The agency and its partners also will use portable devices to measure the real life emissions of vehicles as they are
driven on open roads, Grundler said.

Environmental groups welcome testing expansion and said it will deter other automakers from evading emissions
regulations.
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“EPAis on the job,” said Luke Tonachel, director of clean vehicles and fuels project at the Natural Resources Defense
Council. “This expansion of testing will is another signal that cheating will not be tolerated.”

There is no evidence at this point to suggest that any other companies are cheating.
After tips from researchers in Europe and the University of West Virginia, California and federal regulators discovered
that VW had buried an algorithm in 100 million lines of computer code in its vehicle electronics that allows the cars to

emit up to 40 times the legally allowed amount of nitrogen oxide.

The cars met environmental regulations when tested on a dynamometer -- a kind of treadmill for vehicles - in a
laboratory. But they spewed pollution when driven on roads.

VW’s software senses the testing environment by analyzing a variety of data -- steering position, speed, duration of
engine operation, barometric pressure and changes in the car’'s performance.

The affected cars are the 2009 to 2015 Volkswagen Jetta TDI, 2009 to 2014 Volkswagen Jetta SportWagen TDI, 2012 to
2015 Volkswagen Beetle TDI, 2013 to 2015 Volkswagen Beetle Convertible TDI, 2010 to 2015 Audi A3 TDI, 2010 to 2015
Volkswagen Golf TDI, 2012 to 2015 Volkswagen Passat TDI, 2015 Volkswagen Golf SportWagen TDI.

Additionally, Volkswagen suspended new and used sales of the all 2.0-liter TDI four-cylinder diesel engines, including
2015 Beetle, Jetta, Golf, Passat TDI, as well as the Audi A3 TDI. Sales of VW's 2016, 4-cylinder diesel models are held up

as they await EPA certification.

Grundler said the EPA is working with Volkswagen to evaluate potential remedies for the diesel vehicles’ emission
systems. The 2015 models will be the first fixed, followed by the 2012-15 Passats.

Because the range of cars affected include three generations of diesel engines, the remedies for the other vehicles could
take much longer to develop.

Other automakers said they are ready for more rigorous testing of their diesel vehicles.

“We are prepared for testing,” said Annalisa Bluhm, a GM spokeswoman. “We are not changing our diesel strategy as a
result of what is going on with Volkswagen.”

The automaker sells diesel pickup trucks and a diesel version of the Cruze sedan.

Bluhm said GM is “committed to the robust emissions compliance of all our vehicles” and expects its employees to know
the regulations and “act legally and ethically.”

Only about 3% of all autos and light truck sales involve diesel power trains.

According to the Diesel Technology Forum, there are 39 diesel-powered passenger vehicles being sold in the U.S. Those
are made by Audi, BMW, Chevrolet, laguar, Jeep, Land Rover, Mercedes-Benz, Porsche, Ram and Volkswagen.

Get our weekly business news briefing >>
That number will grow, the forum said, by 15 more vehicles within the next year. Among the new entries will be light

trucks from GMC, Chevrolet and Nissan.

Meanwhile, other German automakers issued statements saying that they have not gamed emission testing for their
diesel offerings.

BMW said it observes “the legal requirements in each country.... Our exhaust treatment systems are active whether
rolling on the test bench or driving on the road.”
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Mercedes-Benz said that it has never used defeat devices to evade testing, in response to allegations by a German
environmental group that other automakers' diesels also exceed smog-forming nitrogen oxide emissions. The company
said it sticks to all laws and rules and isn't aware of any measurements showing that its vehicles fail to keep to legal
requirements.

Mercedes said it supports efforts to develop new testing methods to measure emissions based on real driving
conditions.

The VW cheating scandal prompted the resignation of the automaker's chief executive, Martin Winterkorn. The

company is expected to name a new CEQ later Friday or in the coming days.
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EPA warns other carmakers it will test for defeat devices
Chris Bryant in Frankfurt and Barney Jopson in Washington

The US environmental regulator put all vehicle manufacturers “on notice” on Friday that it will intensify its emissions
testing on diesel-powered vehicles to discover whether “defeat devices” were being used more widely.

Janet McCabe, acting assistant administrator of the Environmental Protection Agency, told reporters: “We are stepping
up our testing activities in response to VW’s alleged violation.”

The new testing regime will start immediately and Christopher Grundler, director of the EPA’s office of transportation
and air quality, said that for manufacturers it meant “we’ll be keeping their vehicles a little bit longer and driving them
more”.

The EPA’s announcement came as Volkswagen’s board gathered to appoint a new chief executive to lead the carmaker,
with Matthias Miiller, head of Porsche, widely viewed as the favourite candidate.

The supervisory board meeting at VW’s Wolfsburg headquarters follows Martin Winterkorn’s resignation after eight
years at the helm of the group.

Mr Muller is close to the Porsche and Piech families, who together control a majority of VW’s voting shares, knows
Volkswagen inside out and has a reputation for speaking his mind. The company declined to comment.

The board is also expected to decide on Friday which managers must leave the company over the scandal, with attention
focusing on high-level engineers and designers.

VW has been reeling since the EPA revealed last Friday that the group had rigged its diesel cars to pass emissions tests,
potentially laying itself open to criminal charges and substantial fines.

The EPA said that VW had installed defeat device software that turned off emissions controls during regular driving and
turned them on during an emissions test. The software meant cars emitted up to 40 times the amount of nitrogen

oxides that US environmental standards allow.

The EPA said 482,000 vehicles sold in the US since 2008 were affected, but VW later raised that figure to 11m
worldwide. It said it would take a €6.5bn charge to cover the costs of the crisis.
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A senior official at the EPA told the Financial Times that Volkswagen had orchestrated an unprecedented effort to beat
the EPA’s rigorous testing regime. “The level of deceit the company went through to game the system was enormous,”
the official said.

The EPA operated a cutting-edge testing regime to police compliance with clean air regulations, the official said, and it
took an “elaborate, aggressive, ongoing, co-ordinated effort” to beat it. “We've seen uses of defeat devices, but nothing
to this scale,” the official added.

Forbes:
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VW Struggles To Agree New CEQ, But Here's Some Advice For The Eventual Incumbent
Neil Winton ,CONTRIBUTOR

A meeting in Wolfsburg, Germany, of Volkswagen executives to appoint a new CEQ was dragging on into the evening,
suggesting a lack of agreement on who should replace Martin Winterkon.

Winterkorn resigned this week in the wake of the scandal in which VW duped the EPA with false diesel data. VW’s
shares dived on stock markets, and the company’s 20-member supervisory board is apparently torn between appointing
the media favourite Porsche CEQ Matthias Mueller or VW brand chief Herbert Diess to replace Winterkorn.

Max Warburton, analyst with Bernstein Research, said Diess was his first choice.

“He’s the best candidate if VW wants to show everyone — internally and externally — that the regime has changed,”
Warburton said.

Diess was recently hired from BMW so is not tainted by any of the VW scandals.VWLlogo.jpg
“Diess would also be the best choice for shareholders who would like other changes after the EPA scandal has been
dealt with. Our second vote goes to Hans Dieter Poetsch. He would be a good option in the short-term as VW needs an

eloquent, unflappable face to put in front of U.S. Congress and media,” Warburton said.

Poetsch, currently VW’s finance chief, was nominated earlier this month as the replacement for Ferdinand Piech as
Chairman of the board. Poetsch faces a shareholder vote in November to confirm his appointment.

Whoever gets the new CEO job should do the following, Warburton said.
Offer to buy back and scrap every 2.0 diesel sold in the U.S. — all 482,000 of them — cost $6 billion.

Announce that VW will henceforth abandon all efforts to sell diesel engines in the U.S., but will embrace gasoline and
plug-in hybrids.

Send the new CEQ to the U.S. Monday to meet government officials, the EPA and media.

Announce the immediate suspension of the 100 engineers most closely linked with the engine and software
development.

Announce the cessation of all motorsport activities immediately, turning all the funding over the electric, plug-in hybrid
and environmental research in a new research facility located in the U.S. employing U.S engineers.
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EPA to automakers: We'll test everyone for VW problems
By Chris Isidore and Ahiza Garcia @CNNMoney

Federal regulators are putting U.S. automakers on notice.
The EPA said Friday it will test emissions at every automaker to make sure no other company is trying to dodge pollution
regulations like Volkswagen did.

The agency will send a letter to all manufacturers to notify them that it's stepping up its emissions policing.

The EPA said it will test every model of diesel car, SUV and pickup that's now on the road in the U.S. The testing won't
include large vehicles such as semi-tractors and buses, which also use diesel.

It added that the new testing procedures will be more vigorous to prevent automakers from cheating, and will more
closely approximate the emissions from a vehicle in real-world driving conditions.

Last week, the EPA found that Volkswagen had falsified pollution tests on 482,000 VW and Audi diesel cars in the U.S.

Those models include the VW Jetta, the Passat from 2014-2015, the Beetle and the Golf from 2009 through 2015, and
the Audi A3, model years 2009-2015. Audi is owned by Volkswagen (VLKAY) Group.

Volkswagen manipulated software so its cars would seem cleaner when they were being tested. But when they were on
the road, the cars pumped out nearly 40 times the legal level of nitrogen oxide. Volkswagen has since admitted it
cheated.

EPA officials insisted on a call with reporters Friday that the previous testing procedures were sophisticated and
sufficient to accurately detect the emissions from the diesel cars as long as a manufacturer is not deliberating trying to

cheat the process.

Since the EPA plans to test older cars that are no longer available from the manufacturers, the agency said it will borrow
cars from individuals as well as businesses, such are rental car companies, which own the vehicles it wants to test.

Volkswagen's directors are meeting Friday to name a new CEQ after Martin Winterkorn stepped down earlier this week.

Winterkorn said he was unaware of the emissions cheating and apologized for the possible data manipulation in roughly
11 million cars worldwide.

VW has had to set aside €6.5 billion {$7.3 billion) to deal with the issue, but the final total could far exceed that. The
automaker is also facing criminal probes from U.S. state attorneys generals and possibly the federal government. The
EPA could impose a civil penalty of $37,500 per violation, which would come to $18 billion.

Volkswagen's share price has plunged 50% in the wake of the scandal.

Newsweek:
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EPA to Begin Retesting All Light Diesel Cars on the Road for Defeat Devices
BY ZOE SCHLANGER
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The search for more “defeat devices” installed in cars and meant to cheat emissions tests has begun. The U.S.
Environmental Protection Agency announced on Friday it would begin systematically re-testing all models of light diesel
vehicles currently on the road in the U.S. The goal is to weed out any other potential defeat devices following the
discovery that Volkswagen designed and installed software in their cars that for years tricked the EPA’s testing system.

“Today we are putting vehicle manufacturers on notice” that there will be additional testing to look for defeat devices,
Christopher Grundler, director of EPA's Office of Transportation & Air Quality, said on a call with reporters Friday. “We
aren’t going to tell them what these tests are, they don’t need to know. They only need to know we will be keeping their
cars a little bit longer, and driving them a little bit more.”

EPA maintains that it has the necessary expertise and equipment to detect defeat devices. However, the regulator did
not catch Volkswagen’s alleged fraud on the U.S. portion of the 11 million cars globally that contained the defeat device.
The cars range from model years 2009 to 2015. According to EPA, the cars 'knew’ when they were being tested for
emissions, and were able to temporarily present much lower emissions than they did while on the road.

“As you know, the company, very deeply, within 100 million lines of software code, had a very specific algorithm to
defeat the test,” Grundler said. “They developed a very sophisticated scheme to defeat the test. It was a deliberate
attempt to have two calibrations on the vehicle.”

Each VW car was able to emit up to 40 times the allowed amount of NOx. EPA still has not calculated the additional
amount of NOx the cars contributed to the atmosphere, but Janet McCabe, EPA’s acting assistant director, said the
agency “need][s] to address this.” One estimate puts the number at between 250,000 to 1 million extra metric tons of
NOx pollution per year, according to The Guardian.

NOx emissions have been found to contribute to respiratory iliness and heart disease as well as early death.

Buzzfeed News:
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Volkswagen Deception Spurs EPA To Start “Defeat Device” Tests Of All Cars

The Environmental Protection Agency will start auditing all cars for “defeat devices” designed to cheat on emissions
tests. The decision was spurred by Volkswagen diesel cars violating clean air laws in this fashion.

Dan Vergano

The U.S. Environmental Protection Agency told all major auto companies on Friday that it would now audit cars for
emissions test “defeat devices,” following revelations that Volkswagen diesel cars cheated on pollution standards.

The environmental agency announced last week that software in Volkswagen diesel cars — perhaps 11 million vehicles
worldwide — was designed to turn off exhaust cleaning controls in engines except when the vehicle underwent emissions
tests. With the controls off, the vehicle’s exhaust contained up to 40 times more pollutants than allowed by law.

“Today we are putting vehicle makers on notice,” EPA’s Christopher Grundler said during a news conference. Unlike past
emissions test, the details of how the agency, along with Canada’s environmental agency, will test vehicles for emissions
cheating would not be provided to car makers, he said. That will prevent them from writing software allowing cars to
recognize when they are being tested and turn on emissions controls.

In the past, the agency had focused on heavy diesel trucks for such tests because of their significant emissions and
history of defeat devices, Grundler said. But now all cars will face added inspection for emissions cheating.

Volkswagen’s chief, Martin Winterkorn, resigned in light of the revelations on Wednesday. And claims that BMW cars
might have similar emissions questions affected the company’s stock on Thursday, leading to a 9.7% drop.
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The nonprofit International Council on Clean Transportation (ICCT), which had helped alert EPA to the Volkswagen
emissions cheating, said in a statement last week that “defeat devices” are a worldwide problem in cars. European
studies, “repeatedly found large and growing gaps between real world emissions and the regulatory certification levels.”

“This is a global problem that will require a coordinated global solution,” said ICCT’s Drew Kodjak.

From: Gong, Kristiene

Sent: Friday, September 25, 2015 11:46 AM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/25/2015

The New York Times:
hito: /fwww nvlimes.com/2015/09/26/business/epa-to-bolster-testing-because-ofvolkswagen-scandabLhtmi? r=0

E.P.A. to Bolster Testing Because of Volkswagen Scandal
By THE NEW YORK TIMES SEPT. 25, 2015

Government regulators said Friday that they planned to step up the testing requirements of cars in the wake of the
Volkswagen scandal.

The Environmental Protection Agency, which disclosed last week that it had learned that Volkswagen diesel cars had
equipment to evade smog-testing standards, said it had sent a letter to manufacturers of gasoline and diesel cars saying
that regulators would be looking for so-called defeat devices in all vehicles.

The agency said Volkswagen had used a device programmed to fool emissions testers into thinking that the car was
emitting much less pollution than it was during regular driving.

“Manufacturers should expect that this additional testing may add time to the confirmatory test process,” the E.P.A.
wrote in its brief letter. The agency said that the new procedures would start immediately and that the California
Environmental Protection Agency and Canada’s environmental regulators were involved with the stricter requirements.

“We are not going to tell them what these tests are, and they don’t need to know,” Chris Grundler, director of the
agency’s office of transportation and air quality, said during a conference call with reporters.

Bloomberg:
htto/fwww bloomberg.com/news/articles /2015-09-25/u-s-apa-said-to-alter-dissel-emissions-tesis -due-to-vw-cheating

U.S. EPA Toughens Emissions Oversight After VW Cheating
Jeff Plungis
September 25, 2015 — 8:42 AM EDT Updated on September 25, 2015 — 10:41 AM EDT

U.S. environmental regulators will add more spot-checks to cars already on the road following Volkswagen AG’s
admission that it fitted as many as 11 million diesel cars worldwide with software that rigged pollution tests.

“We are upping our game,” said Christopher Grundler, director of the Environmental Protection Agency’s Office of
Transportation and Air Quality.

The U.S. Justice Department is conducting a criminal investigation of Volkswagen, and the company said it’s cooperating
with regulators. The admission has marred the reputation of the world’s largest automaker and sent its shares to the
lowest levels in years. Volkswagen’s board is expected to name a successor Friday to former Chief Executive Officer
Martin Winterkorn, who resigned this week.
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The EPA is sending a letter Friday to automakers informing them that emissions monitoring is being enhanced. Grundler
wouldn’t say what changes the agency will make to the testing.

“They don’t need to know,” Grundler, speaking to reporters on a conference call, said of the automakers. “They need to
know that we will be keeping their cars a little bit longer.”

Grundler earlier told the Associated Press that the agency may add on-road testing. It already has on-road testing ability
but it’s only been used to check carmaker gas mileage estimates and diesel trucks, two situations in which they had
uncovered emissions cheating in the past.

Past Cheating

The scandal now engulfing VW, which has admitted to outfitting cars with software designed to give false readings on
emission tests, is unique both for the number of vehicles involved, and the digital complexity. But it’s not the first
emissions-cheating case, even for the Wolfsburg, Germany-based company.

In 1973, the EPA accused the automaker of installing defeat devices in cars it wanted to sell in the 1974 model year. VW
then admitted it had sold 1973 model year cars with the devices, which consisted of temperature-sensing switches that
cut out pollution controls at low temperatures.

General Motors Co. agreed in 1995 to pay $45 million after being accused of circumventing pollution controls on
470,000 Cadillac luxury sedans. The cars’ 4.9-liter V-8 engines were tuned to turn off pollution controls when the air
conditioning ran, the EPA said at the time.

The current VW case resembles a 1998 case involving seven manufacturers of heavy-duty truck engines: Caterpillar Inc.,
Cummins Inc., Detroit Diesel Corp., Mack Trucks Inc., Navistar International Transportation Corp., Renault Vehicules
Industriels, S.A. and Volvo Truck Corp.

The companies agreed to spend more than 51 billion, including $83.4 million in penalties, to settle the case -- the biggest
civil fine to that point for violating an environmental law.

The Hill:
hito: //thehill com/nolioy/enerev-environment/ 254935 -ena-stens-up-emissions-testing-after-volkswaser-scandal

EPA steps up emissions testing after Volkswagen scandal

By Timothy Cama - 09/25/15 11:22 AM EDT

The Environmental Protection Agency (EPA) is stepping up its emissions testing for diesel cars in an attempt to root out
companies that cheat the tests.

The agency, working with officials in California’s air pollution agency and Canada, plans to test every model of diesel car
on the road to see if other automakers programmed their cars to skirt the tests like Volkswagen Group did.

“We're putting vehicle manufacturers on notice that our testing is now going to include additional evaluation and tests
designed to look for potential defeat devices,” Chris Grundler, director of the EPA’s transportation office, told reporters
Friday.

“We aren’t going to tell them what these tests are. They don’t need to know,” he said. “They only need to know we will
be keeping their vehicles a little bit longer and we're going to be driving them a little bit more.”

The new procedure comes a week after the EPA announced that Volkswagen had programmed many of its diesel cars
sold since 2009 to figure out when they were undergoing EPA tests and change their pollution output to comply with the
tests.

In real-world driving, the cars emit up to 40 times more nitrogen oxides than allowed under the Clean Air Act.

Officials with the different agencies hope that their tests can find any emissions problems that were not revealed in the
testing that all new cars undergo, which is very standardized and does not usually involve on-road driving.
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“We must continue to improve and adapt our oversight, and we will,” said Janet McCabe, acting head of the EPA’s air
pollution office.

The emissions issue, to which Volkswagen has admitted, has quickly evolved into an international scandal, with
government officials in Europe, Germany, the United Kingdom, France and elsewhere taking action.

Domestically, the Justice Department is conducting a criminal investigation, and a House committee will soon hold a
hearing on the scandal.

Volkswagen’s chief executive officer resigned this week, and the head of its United States operations is expected to
resign as well.

The EPA initially identified less than 500,000 cars with Volkswagen and Audi branding affected. But the company later
said the problem extended to 11 million cars worldwide, although the issue only applies to United States emissions
standards.

The EPA has 23 devices for testing on-road driving emissions, but Grundler said those have usually been dedicated to
heavy-duty truck use.

Grundler and McCabe repeatedly declined to outline the new test procedures, saying they do not want automakers to
try to defeat them.

“The smart engineers at EPA, California Air Resources Board and Environment Canada have come up with clever ways to
do this,” Grundler said.

The announcement does not change the standard testing that applies to new vehicles. Instead, the EPA is using its
authority to test cars currently in operation, including those from rental car fleets and individual consumers.

The new tests started Friday, Grundler said, declining to say how long it would take to test all diesel car models.

From: Gong, Kristiene

Sent: Friday, September 25, 2015 10:58 AM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/25/2015

AP {via Washington Times):
bt S www o washingtontimes.com/news 2015 /senf 25/ ena-change-dizseltest-thwartvolkswagen-
cheating/Tutm source=R5S Feed&uitm medium=R5%5

EPA to change diesel tests to thwart Volkswagen-like cheating
By Tom Krisher and Matthew Daly - Associated Press - Friday, September 25, 2015

DETROIT (AP} — The U.S. Environmental Protection Agency plans sweeping changes to the way it tests for diesel
emissions after getting duped by clandestine software in Volkswagen cars for seven years.

Chris Grundler, head of the EPA’s office of transportation and air quality, indicated the agency would add on-road

testing to its regimen. VW’s sophisticated software allowed its cars to pass tests in the lab and then spew pollution into
the atmosphere while on the highway.
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The revelations meant unwanted scrutiny for the EPA. Its testing procedures have been criticized for being predictable
and outdated, making it relatively easy for VW to cheat. What’s more, the EPA did not initially uncover the problem;
researchers at West Virginia University did, using on-road testing.

Grundler says the changes are designed to detect software and other methods automakers might use to rig a test.

The EPA and the California Air Resources Board have engineers who are “developing clever ways in which these things
can be detected,” Grundler says.

He also notes that testing of diesel engines, which make up only 1 percent of the vehicles on U.S. roads, wasn’t the top
priority for the EPA. The agency did have on-road testing equipment — but it was assigned to monitor automaker gas
mileage estimates and heavy-duty diesel trucks, where cheating had been uncovered in the past.

Grundler, who has been with the EPA for more than three decades, says the lack of on-road testing for diesels “might
change in the future.” An announcement of the changes could come on Friday.

VW has admitted to installing software on Volkswagen and Audi cars with four-cylinder diesel engines that switches on
pollution controls when they are being tested. When the software, called a “defeat device,” determines that the cars are
back on real roads, the controls are turned off. The EPA says about 500,000 U.S. cars including the Jetta, Golf, Beetle,
Passat and Audi A3 have the cheating software, and VW says a total of 11 million cars have it worldwide.

VW was able to fool the EPA because the agency only tested the cars on treadmill-like devices called dynamometers and
didn’t use portable test equipment on real roads. The software in the cars’ engine-control computers checked the
speed, steering wheel position, air pressure and other factors to determine when dynamometer tests were under way. It
then turned on pollution controls that reduced the output of nitrogen oxide, an ingredient in harmful ozone, the EPA has
said.

VW started the scheme with the 2009 model year, and may not have been caught without testing performed at West
Virginia University on behalf of the International Council on Clean Transportation, a nonprofit group that advises
governments on regulations. EPA and California regulators confronted VW with those findings to VW in May 2014. The
automaker eventually did a recall late last year, without much improvement, the EPA says.

Only when the EPA and CARB refused to approve VW’s 2016 diesel models for sale did the company admit what it had
done.

The EPA announced the violations a week ago and said VW could face billions in fines. The agency said the cars are safe
to drive but VW will have to pay to recall and fix them. The agency also is going to test diesels from other manufacturers
to make sure they don’t have similar devices.

Sen. Bill Nelson of Florida is frustrated that regulatory agencies such as the EPA are failing to protect the public. “Seven
years is way too long a time that the EPA has been asleep at the switch,” he says.

He says the VW case has similarities to those involving General Motors ‘ defective ignition switches and Takata Corp.’s
exploding air bag inflators, where it also took years before those problems were disclosed to consumers.

“When there is this kind of deception, we’ve got to get these agencies to be able to cut through it and catch it,” Nelson
says.

It’s not the first time the EPA has had to change testing to make sure automakers are playing by the rules. Earlier this
year the agency updated gas mileage tests after some automakers were caught with inflated window sticker estimates.

Grundler disputes the notion that EPA would never have caught VW without the outside help. European regulators were

looking into VW’s on-road diesel emissions as far back as 2012, and since diesels make up half the cars there, the EPA
decided to let Europe take the lead, he says.
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“I don’t think it's fair to say that this would never have been uncovered,” he says. “Do | wish we had uncovered it
sooner? Absolutely.”

USA Today:
Bt A www usatodayv. com/story/money/cars /Z015/09/ 25 fena-volkswagen-emissions-testing /7279381 8/

EPA to road-test cars after Volkswagen emissions scandal

Nathan Bomey, USA TODAY 10:40 a.m. EDT September 25, 2015

The change comes after Volkswagen fooled regulators into believing that its 4-cylinder diesel cars were compliant with
emissions rules.

The Environmental Protection Agency told automakers on Friday that it will begin road tests of all new and used vehicle
models to examine emissions claims following the exposure of Volkswagen's regulation cheating scandal.

The agency sent a letter to manufacturers notifying them that it will no longer rely exclusively on laboratory testing to
validate emissions performance.

EPA also plans to begin testing all diesel models already on the road in the U.S. to check for similar violations.
"EPA may test or require testing on any vehicle at a designated location, using driving cycles and conditions that may
reasonably be expected to be encountered in normal operation and use, for the purposes of investigating a potential

defeat device," EPA told automakers in the letter.

The agency warned that the new process could mean it will take longer for automakers to secure certification required
to sell new vehicles in the U.S.

"We aren't going to tell them what these tests are," said Christopher Grundler, director of the EPA Office of
Transportation and Air Quality, in a conference call with reporters. "They don't need to know."

The change comes after Volkswagen fooled regulators into believing that its 4-cylinder diesel cars were compliant with
emissions rules by installing sophisticated software to manipulate lab tests.

In reality, 11 million Volkswagen cars worldwide are emitting nitrogen oxides — which can exacerbate respiratory
conditions such as asthma — at rates of up to 40 times acceptable U.S. standards.

The scandal has severely damaged Volkswagen's reputation, led to the resignation of the automaker's CEQ and called
into question the future of diesel cars. Several criminal investigations and numerous lawsuits have also followed.

The automaker set aside more than $7 billion to pay for fixes and fines. The episode is expected to trigger a massive

recall.

Fortune:
hito/fortune com/2015/09/ 25 vollewagen-golf-emissions-ens/

The Volkswagen scandal has sparked a huge change in car emissions testing
by Benjamin Snyder @WriterSnyder SEPTEMBER 25, 2015, 10:39 AM EDT

Critics have wanted this move for years.
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The U.S. Environmental Protection Agency will being testing vehicles’ ability to meet emissions standards under real-
world driving situations, it announced Friday. The agency formerly conducted random testing of vehicles in a way that
critics have argued failed to simulate actual driving.

The change comes less than a week after German automaker Volkswagen admitted that 11 million of its diesel vehicles
worldwide were loaded with software designed to trick the emissions testing process. About half a million of those
vehicles were sold in the U.S.

EPA may test or require testing on any vehicle at a designated location, using driving cycles and conditions that may
reasonably be expected to be encountered in normal operation and use, for the purposes of investigating a potential
defeat device,” reads a letter the EPA sent to automakers Friday, using an industry term for the illicit software found on
Volkswagen’s cars.

EPA officials said on a call with reporters Friday that the agency is “actively” testing diesel cars to ensure they meet
emissions standards following the Volkswagen’s revelations. Environmental agencies in the State of California and
Canada are spearheading efforts to ensure there’s a “broader and more robust presence” of testing, officials added.

The EPA also said it’s working with Volkswagen to determine how to modify the affected vehicles already sold in the
American market.

Volkswagen’s stock price has tanked amid the scandal, which forced Volkswagen AG CEO Martin Winterkorn to resign
Wednesday.

From: Gong, Kristiene

Sent: Friday, September 25, 2015 10:47 AM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/25/2015

WSJ:
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14433187913

EPA to Overhaul Air-Emissions Testing in Wake of Volkswagen Cheating Revelation
By AMY HARDER
Sept. 25, 2015 9:31 a.m. ET

WASHINGTON—The U.S. Environmental Protection Agency is overhauling the way it polices auto-maker compliance with
air-emissions standards after Volkswagen cheated on its testing for seven years, an agency official said Friday.

The EPA is sending a letter to auto manufacturers to explain that it may test or require testing of vehicles in an
environment that would resemble normal driving conditions, the official said.

The EPA’s current protocol doesn’t test under real-word driving conditions, and requires auto makers instead to submit
design certificates for compliance. The EPA has conducted random testing, but those are done in a controlled
environment. Volkswagen had installed software designed to evade those tests.

Since at least 2008, Volkswagen has been using software, dubbed defeat devices, in several light-duty diesel models

around the world—nearly a half-million cars in the U.S. and as many as 11 million world-wide—that disabled air-
emissions controls under normal driving conditions.
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The EPA’s announcement Friday caps a tumultuous week for Volkswagen, whose CEO resigned following the revelations,
and for the U.S. government, which scrambled to respond to the German auto maker’s cheating.

The Justice Department is pursuing a criminal investigation.

“We have to be concerned about whether or not there are other defeat devices out there that we have not been able to
detect,” EPA Administrator Gina McCarthy said at an event hosted by The Wall Street Journal this week. “This was
particularly difficult for us to detect. We got there.”

It wasn’t immediately clear Friday how comprehensive the new testing in normal driving conditions would be. Some
experts have been calling on the agency to conduct such testing.

“The most important change that could take place is if EPA started incorporating real-world testing throughout their
compliance process,” said Drew Kodjak, executive director of the International Council on Clean Transportation, a
nonprofit research organization. The organization, alongside West Virginia University researchers, uncovered the testing
anomalies in two Volkswagen model cars in 2014.

“The agency certainly has the authority to do this type of thing, but typically doesn’t do them because, frankly, they’'re
quite expensive,” Mr. Kodjak said on Thursday.

In 2014, Mr. Kodjak’s group and the university researchers conducted emissions testing, including under normal-driving
conditions, that found two Volkswagen cars—a 2012 Jetta and 2013 Passat—had significantly higher nitrogen oxide
emissions during normal driving conditions than what was certified with the EPA. Another car the researchers tested, a
diesel-powered BMW, didn’t have higher nitrogen oxide emissions.

Fortune:
bt fortune.com /201570925 volkswagen-scandal-ena/

EPA to change diesel tests to prevent VW-like cheating
by Chris Matthews @crobmatthews SEPTEMBER 25, 2015, 7:50 AM EDT

Diesel ‘wasn’t the top priority for the EPA.

The U.S. Environmental Protection Agency is planning wholesale reform of its procedure for testing diesel engines,
following revelations that Volkswagen VLKPY -5.72% installed software in its cars that allowed it to fool regulators into
thinking the vehicles were cleaner than they actually were, according to the Associated Press.

Chris Grundler, head of the EPA’s office of transportation and air quality, told the news service that his agency would
begin testing cars on the road in addition to the tests performed with cars on treadmills.

Grundler told the AP that cars with diesel engines, which make up only 1% of the vehicles on U.S. roads, “wasn’t the top
priority for the EPA.”

“The agency did have on-road testing equipment — but it was assigned to monitor automaker gas mileage estimates
and heavy-duty diesel trucks, where cheating had been uncovered in the past,” the report said.

The EPA’s testing procedures have been criticized for being predictable and outdated, the AP said, potentially making it

easier forVW to cheat. And it was researchers at West Virginia University—not the EPA—that uncovered the problem
using on-road testing, the AP added. An announcement of the changes could come on Friday.

Financial Times:
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Volkswagen board gathers to appoint replacement for Winterkorn
Chris Bryant in Frankfurt and Barney Jopson in Washington

Volkswagen’s board are gathering to appoint a new chief executive to lead the troubled carmaker out of the worst
scandal in its history, with Matthias Miiller, head of Porsche, as the favourite candidate.

The supervisory board meeting at VW’s Wolfsburg headquarters — which may take several hours — follows Martin
Winterkorn’s resignation after eight years at the helm of the group.

People close to VW indicated that Mr Mdller is the frontrunner in the succession race.
He is close to the Porsche and Piech families, who together control a majority of VW’s voting shares, knows Volkswagen
inside out and has a reputation for speaking his mind. The company declined to comment.

The board is also expected to decide on Friday which managers must leave the company over the scandal, with attention
focusing on high-level engineers and designers.

VW has been reeling since the US Environmental Protection Agency revealed last Friday that the group had rigged its
diesel cars to pass emissions tests, potentially laying itself open to criminal charges and substantial fines.

The EPA said that VW had installed “defeat device” software that activated technology designed to reduce emissions
from the vehicles only when it detected that they were being tested. The emissions then returned to much higher levels
during regular driving.

The EPA said 482,000 vehicles sold in the US since 2008 were affected, but VW later raised that figure to 11m
worldwide. It said it would take a €6.5bn charge to cover the costs of the crisis.

A senior official at the EPA told the Financial Times that Volkswagen had orchestrated an unprecedented effort to beat
the EPA’s rigorous testing regime. “The level of deceit the company went through to game the system was enormous,”
the official said.

The EPA operated a cutting-edge testing regime to police compliance with clean air regulations, the official said, and it
took an “elaborate, aggressive, ongoing, co-ordinated effort” to beat it. “We've seen uses of defeat devices, but nothing
to this scale,” the official said.

From: Gong, Kristiene

Sent: Thursday, September 24, 2015 5:36 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/24/2015

Reuters:
httofwww reuters.com/article/2015/09/24 /usavollowagen-deception-idUSLINL I ULIORB20150924

INSIGHT-After year of stonewalling, VW stunned US regulators with confession
WASHINGTON/DETROIT SEPT 24 | BY TIMOTHY GARDNER, PAUL LIENERT AND DAVID MORGAN

The confession of cheating that's embroiled Volkswagen AG in one of the biggest scandals in auto industry history came
on a cool California morning, on the sidelines of an academic conference focused on green transportation.
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After more than a year of stonewalling investigators, Volkswagen stunned two senior officials with the U.S.
Environmental Protective Agency and California's environmental watchdog by admitting the automaker hacked its own
cars to deceive U.S. regulators about how much their diesel engines pollute.

That disclosure on Aug. 21, confirmed by two people with knowledge of the exchange, shows Volkswagen buckled to
pressure from environmental regulators almost a month earlier than the scandal was made public. The admission to
regulators came after a year during which VW officials insisted to regulators that tests on its diesel cars showing a spike
in pollution levels on the road were in error.

U.S. officials exposed the deception on Sept. 18, triggering Volkswagen's admission that it had installed software in its
cars to detect when they were being tested and alter settings to conceal the true emissions of 11 million cars sold
worldwide. The delay between VW's confession and the U.S. exposure of the scandal occurred as regulators prepared
their response to the disclosure.

As a result, Volkswagen, the world's largest automaker by sales, faces EPA fines that could reach $18 billion, class action
and other lawsuits that could add billions of dollars more in liability and a U.S. criminal investigation. VW's leadership is
in turmoil after chairman Martin Winterkorn was forced to resign and sources said other executives including the head
of U.S operations were soon to follow.

Now, the story of how investigators unraveled systemic cheating in the face of consistent denials from the company may
have implications for the sanctions VW will face and for an auto industry certain to face more scrutiny about its
environmental claims. The company's lack of cooperation could figure into punitive action by the government.

At first, regulators were surprised that Volkswagen would make its confession at the conference, held in Pacific Grove,
California. Minutes before Christopher Grundler, director of the EPA's transportation and air quality office, was to
deliver a 9 a.m. speech to the conference, a Volkswagen representative told him about the deception. At the same
meeting, representatives of the California Air Resources Board, a state agency that had been pushing VW hard, were
also given a verbal notice of the deception, people with knowledge of the events said.

Volkswagen declined to comment on the sequence of events described to Reuters. Itisn't clear who the VW
representative was who delivered the news of the deception to Grundler and the CARB. Stuart Johnson, head of VW's
engineering and environmental office in the United States, was registered to attend the Aug. 21 conference, which was
organized by the University of California, Davis. Johnson, who still works for VW in Auburn Hills, Michigan, did not
respond immediately to a request for comment.

Norbert Krause, who was head of VW's U.S. environmental office until 2009 and who retired from VW in 2011, said
nobody at Volkswagen of America was involved in the process of engineering the diesel cars.

"I don't know anything about the modification of the software," Krause said when reached by telephone in Germany.
"The software was okay when we certified the vehicle and we made our durability runs. Everything was fine."

DECEPTION ACKNOWLEDGED

A formal acknowledgement of the deception came on Sept. 3, when the EPA and California officials held a conference
call with Volkswagen executives in Germany and the U.S. During the call, the automaker went over written details
provided to the participants explaining how software used in its diesel cars was able to manipulate emissions tests in the
United States.

That admission came after the EPA threatened to withhold approval for the company's 2016 Volkswagen and Audi diesel

models, according to a letter sent by the EPA to Johnson and VW's attorney. The letter detailed some of the timetable of
the EPA's actions.
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So ended 15 months of back-and-forth between Volkswagen and U.S. and California regulators who had come to suspect
that the diesel engines were producing higher nitrogen oxide emissions during normal driving conditions than what was
certified by the EPA and California, people involved said. Nitrogen oxide emissions have been linked to smog and acid
rain.

Volkswagen had heavily marketed what it called "clean diesel” engines starting in 2008 with the 2009-model Jetta TDI. It
appeared to have found a sweet spot between high-performance and fuel-efficiency with a zippy, fun-to-drive car that
topped 40 miles per gallon in highway driving. Named "Green Car of the Year" at the Los Angeles auto show in 2008, the
Jetta TDIl was seen as a breakthrough in a country where diesel passenger cars occupy a tiny niche compared with
Europe, where they are about half of the market.

GRANDFATHER'S DIESEL

"It's not your grandfather's diesel," Krause said in a September 2008 presentation to U.S. regulators, according to a
video of the remarks.

Krause and other VW officials promised a diesel that would meet pollution laws in all states, including California where
diesel engines had long been associated with smog and cancer-causing soot.

By that point, VW and other automakers had lobbied for almost a decade for regulators to give diesel another chance. In
2000, VW and other companies with an interest in promoting diesel, including Mazda, formed the Diesel Technology
Forum to lobby for increased use in the United States as a way to reduce reliance on imported oil. In 2005, an energy bill
signed by President George W. Bush offered tax credits for diesel buyers. That gave the first wave of diesel Jetta buyers
an income tax credit of $1,300 each.

In 2009, after the new Jetta went on sale, VW dealers initially sold out, including in California where regulations had
effectively shut the market to diesels earlier in the decade.

Around the same time, in Europe, regulators were skeptical. A European Commission study concluded in 2013 that
European car makers were exploiting test loopholes. Separate findings by the EC's Joint Research Centre showed a
discrepancy between test results and real world performance in European diesel engines.

California began its inquiry after EC regulators sought to obtain American data on the on-road emissions performance of
diesel engines, said Stanley Young, CARB's communications director. The Europeans had a working theory that diesels
should run more cleanly in the United States, where regulations are stricter, than in Europe.

To produce that data, they commissioned the U.S.-based nonprofit International Council on Clean Transportation in
February 2013, which hired researchers at a West Virginia University lab.

The WVU researchers placed emission-monitoring equipment on a rented 2012 Jetta and a 2013 Passat. Over seven
weeks in spring 2013, they drove the cars around Los Angeles and up the West Coast to Seattle, comparing them to a
BMW X5 sport-utility with a diesel engine, said Daniel Carder, who led the WVU team. While the BMW's emission results
came in under what the vehicles produced in laboratory tests, those of the Jetta were 15 to 35 times higher than the
legal limit and the Passat 10 to 20 times higher.

Soon after, the same rental cars tested by WVU were monitored in CARB's El Monte, California, test facility east of Los
Angeles. There were no irregular emissions.

Over the next 12 months, the West Virginia University researchers analyzed the data. They presented their findings at a
March 31, 2014, conference in San Diego partly sponsored by California regulators and the EPA.

EXECUTIVES ON ALERT
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"That data put our executives on alert that there was clearly a problem for the U.S. and California,” said Young, the CARB
official.

At meetings between California officials and Volkswagen that began in the summer of 2014, engineers from the German
carmaker tried to "discredit the findings" by challenging the data and methodology of the study, Young said. "They were
recalcitrant,” he said. "It was a range of issues. Every time it was something different."

Among other things, VW said that "our calibration was off" and that the discrepancies had to do with "the conditions
under which the test was done," Young said.

On Dec. 2, Volkswagen shared the results of its own tests, blaming its increased emissions on "various technical issues
and unexpected in-use conditions," according to the EPA. Then Volkswagen agreed to recall vehicles to fix their engine-
control software.

Engineers at CARB kept testing and found the proposed software fix did not significantly reduce emissions. A break came
when they looked at diagnostic data stored in the cars' own computer system.

"We discovered some very strange anomalies,”" Young said. "For instance, the car was running more cleanly when it was
cold than when it was warm, which is the opposite of what every other car does - because once you warm a car up that's
when it begins to deliver its best pollution controls. This was not the case. So clearly something else was going on. Qver
time we assembled enough proof and questions that they could no longer provide any reasonable explanation for what
was going on."

On July 8, CARB shared its results with VW, but there was no change in Volkswagen's position. Some officials privately
questioned whether Volkswagen was deliberately violating the federal Clean Air Act by installing defeat devices --
software programmed to switch engines to a cleaner mode during official emissions testing, according to a person
involved in the process.

During normal driving, the software then shuts off, enabling cars to emit as much as 40 times the legal limit of
pollutants.

In early August, Oliver Schmidt, who followed Krause and preceded Johnson in VW's U.S. engineering and environmental
office, attended a conference in Traverse City, Michigan and told regulators Volkswagen stood by its conclusions that the
problem was technical, said people involved said. Schmidt declined to speak to Reuters.

"I'm just amazed,” said Alan Lloyd, who headed CARB from 1999 to 2004 and helped open California's market to diesels.

"Why someone would think they could cheat in this way and get away with it is beyond me."

AP (via ABC News):
htto/abonews. go.com/Business/wireStory/vollowagen-scandsi-tarnish-made-germany-image-3401 73546

Will Volkswagen Scandal Tarnish 'Made in Germany' image?
By DAVID RISING, ASSOCIATED PRESS
BERLIN — Sep 24, 2015, 4:54 PM ET

The "Made in Germany" label has stood for precision and reliability for decades, but since Volkswagen admitted to
cheating on U.S. car emissions tests, many are questioning whether the automaker's problems could taint the rest of the
country.

it's the second serious blow to a major German company's reputation in six months, following the tragic crash of a

Germanwings jet that killed 150 people. Parent company Lufthansa has faced questions over why it failed to identify the
psychological issues suffered by the pilot who intentionally flew the plane into a French mountain.
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Will such crises tarnish the hard-won, valuable reputations for quality of other German brands, such as BMW, Daimler or
Bosch?

Experts say VW's problems could hurt the economy in the short term due to the company's sheer size, but that long-
term damage to the country is unlikely.

That doesn't mean others won't try to capitalize. Companies will try to grab market share. And across Europe, people in
countries that have been lectured by Germany for years about the virtues of financial honesty could be feeling smug.

"Not only does this make Germany look bad, | think that Germany has been very good at moralizing to the rest of Europe
about the financial crisis and other things," said Michael Hewson, chief market analyst for CMC Markets in London.

"Germans have a word for it — 'schadenfreude' — and Germany's getting a big dose of it now," he said, referring to the
German word for taking pleasure at the misfortune of others.

Indeed, Internet memes of VWs covered in clouds of smog were already making the rounds, and media commentators
were quick to pounce on the issue.

"In Europe, there is a strong dose of schadenfreude ... after the Germans, and primarily Chancellor Angela Merkel, have
for years been giving lectures others,” wrote Thilo Schaefer for Spain's La Marea news magazine.

Still, in Lufthansa's case, the airline has not appeared to suffer any serious damage following the March crash.

Volkswagen's case could prove more costly for the company, though by how much is still unclear. CEO Martin
Winterkorn resigned Wednesday and the company is expected to name a replacement Friday.

The EPA accused VW of installing the so-called "defeat device" in 482,000 cars sold in the U.S. VW later acknowledged
that similar software exists in 11 million diesel cars worldwide and set aside 6.5 billion euros (57.3 billion) to cover the
costs of the scandal.

it still faces possible criminal investigations and maybe as much as $18 billion in U.S. fines. The final cost could also
depend on a host of class action lawsuits being filed by consumers who feel duped.

This is by no means the first time in recent years that a major German company's reputation for probity has taken a
huge knock — though perhaps the first time that the damage has stemmed directly from a product that was popular
with consumers.

Volkswagen itself was at the center of an unappetizing scandal less than a decade ago — before Winterkorn took over —
that resulted in criminal convictions for the company's then-personnel chief and employee council chief, among others.
That case centered on allegations that VW's influential employee representatives received illegal privileges, including
lavish foreign trips involving prostitutes paid for by the company. The probe started after Volkswagen alerted
prosecutors to possible wrongdoing.

Industrial conglomerate Siemens AG acknowledged dubious payments of up to 1.3 billion euros in a bribery case that
came to light in 2007 and prompted the departure of the company's then-CEQ and board chairman.

The company's biggest bank, Deutsche Bank, has also struggled to put behind it lawsuits and legal issues that in some
cases date back years.

In April, Deutsche Bank agreed to pay $2.5 billion to authorities in the U.S. and Britain to settle allegations its traders
rigged important market interest-rate benchmarks used to determine rates on a variety of debt.
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Hartmut Dziemballa, who conducts image research for Germany's GfK institute with a focus on the automotive and
airline sectors, said past scandals have not had lingering effects and that he didn't expect the Volkswagen scandal would
significantly affect other German manufacturers — even car companies.

"The quality and the German engineering is still there, and people know that," he said.

still, if a scandal with any brand has the potential to smear the whole "Made in Germany" label, it's Volkswagen, which is
deeply interconnected with the country's people and politics.

Germany is the world's third largest exporter, vehicles are its largest export, and Volkswagen is its largest automaker. It
employs over half a million people globally.

It's the largest single employer in its home state of Lower Saxony, which owns 20 percent of the company and whose
governor and economy minister sit on its board of directors. VW's former personnel director Peter Hartz was also an
adviser of former Chancellor Gerhard Schroeder, and today's welfare system is still called "Hartz IV" after his reforms.

Carsten Brzeski, an analyst with ING in Frankfurt, said while "the reputational damage is currently impossible to assess,"
because of its size even if the main impact of the scandal is limited to Volkswagen it could have serious economic effects
on the German economy overall.

"While the German economy defied Greece, the euro crisis and the Chinese slowdown, it could now be facing the
biggest downside risk in a long while," he said in a research note.

Analysts say there is the possibility that the fallout from the scandal might affect other car companies, whether through
the need for tougher regulation or a shift away from the diesel engines at the center of the U.S. scandal.

Vice Chancellor Sigmar Gabriel told reporters at the auto show in Frankfurt after the news broke that the VW scandal
would mean nothing to the "Made in Germany" label — before adding "l hope."

From: Gong, Kristiene

Sent: Thursday, September 24, 2015 4:18 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/24/2015

AP (via Lansing State Journal):
htto S www lansingstateipurnalcom/story/news//local /20157087 24 /dealers-owners-frustrated-vw-scandal /72750325

Dealers, owners frustrated over VW scandal
Associated Press 3:21 p.m. EDT September 24, 2015

LOS ANGELES — Bob Rand bought his Volkswagen Passat last year for its clean emissions and high gas mileage. He liked
the car so much he convinced his son and a friend to buy one, too.

Now, as Volkswagen comes clean about rigging diesel emissions to pass U.S. tests, Rand is desperately trying to sell the
fully loaded model with white leather seats for $10,000 below what he paid. His sole bite has been from a man who
offered $7,500 on speculation that he could resell it in Mexico.

“Volkswagen was somebody that you could rely on for cutting-edge products and quality and all those things and now

you find out that they’re not above lying just flat out,” said Rand, who plans to join a class-action lawsuit against VW.
“That's probably about as bad a thing as a company can do is lie to your face when you’re buying a $35,000 car.”
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Rand’s anger at the world’s top-selling car company was echoed Wednesday by private dealers, auto wholesalers and
owners across the U.S. as fallout from the smog test trickery mounted.

The EPA first disclosed Friday that stealth software makes VW’s 2009-2015 model cars powered by 2.0-liter diesel
engines run cleaner during emissions tests than in actual driving. On Wednesday, Volkswagen CEQ Martin Winterkorn
resigned and took responsibility for the “irregularities” found by U.S. inspectors — a scandal that has wiped out billions
in the company’s market value and raised the possibility of criminal investigations and billions more in fines.

The revelations left dealers sitting on hundreds of diesel cars they could not sell. Many also dealt with a flood of angry
calls, emails and tweets from Volkswagen owners who felt betrayed because they believed they had bought a car that
polluted less without sacrificing the good gas mileage and performance that comes with a diesel engine.

“I think their feet should be held to the fire. | think apologies don’t mean anything when something is so premeditated,”
said Joe DeCarolis, of Cary, North Carolina, who owns a 2012 TDI Jetta Sport Wagon — a car he bought after careful
comparison shopping for its clean emissions and good gas mileage.

Jon Vitale of Fowlerville, Michigan, listed his 2012 Volkswagen Passat for sale on the Internet last month, barely getting
any interested callers.

But after finding out about the scandal, he’s thinking the news might actually make it easier to sell his car.

“I don’t know if the news will help me or hurt me,” said Vitale, who bought the car used two years ago for its gas
mileage. “I didn’t get much interest before the news came out. If someone wants it, maybe they’'ll pay more because
there’s a stop sale on the new models.”

Dealers can’t give customers good answers because Volkswagen hasn’t said a whole lot, said AutoNation CEO Mike
Jackson, the leader of the largest auto dealership chain in the U.S.

AutoNation’s six Volkswagen and eight Audi dealerships in the U.S. are telling customers that the cars are safe to drive
and promising to call them as soon as they know more about repairs. “That’s not adequate,” Jackson said. “We need
answers by next week.”

A lot of people within VW had to know about the software that turned emissions controls on during government tests
and off for regular driving, especially because the scheme went on for multiple years, Jackson said.

“This tells me that it's not a bad apple. It's not a rogue employee. it's deliberate deception,” Jackson said. “It’s a
systemic failure. This took a lot of meetings. This took a lot of engineers. This took a lot of software programmers to put
in place and keep in place.”

Meanwhile, concern was growing at private dealerships about what to do with inventory that’s now gathering dust.

At Volkswagen of Oakland, California, nearly two dozen new diesel cars have no chance of being sold in the short-term,
while 25 2016 model vehicles are being held up at the Port of San Diego because they can’t pass emissions standards,
sales manager Chris Murphy said. Customers have been calling and emailing to demand the dealership buy their cars
back or offer refunds.

“We can’t afford to buy all those cars back. We're just one dealer,” he said, adding that diesel models make up about 30
percent of the business. “This is definitely going to impact our business. We're trying to focus on positive, not negative

things because there’s nothing we can do.”

Williams Volkswagen in Lansing declined to comment on how the company’s actions affected its sales. It's the only
Volkswagen dealer in the region.
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Vitale thinks used models may become more valuable to some people who aren’t as environmentally conscious,
particularly because Michigan doesn’t require emissions testing.

“I got a call a few days ago and the guy asked me about the news, and despite all that, he still wanted it,” said Vitale,
who is selling the car because he no longer needs it. “It’s not illegal to drive in Michigan because there’s no emissions
testing here.”

Volkswagen has taken steps to help out the dealership, Murphy said. That includes guaranteeing reimbursement for
sales objectives for two quarters whether or not the goals are met and waiving the interest the local franchise normally
pays on unsold cars on their sales floor, he said.

“They’re making all the right steps. ... I'm just waiting for everything to get uncovered to see how deep this really goes.
I'm not mad at anyone except the people higher up who made these decisions,” Murphy said.

Lash Volkswagen of White Plains, N.Y., has been scrambling to accommodate affected Volkswagen owners by giving
them loaner cars and picking up or dropping off their cars when it’s time for repair, said Tom Backer, general manager of
the dealership in New York’'s Westchester County.

Dealers, he said, were told that there will be both software and hardware changes to fix the problem. They're already on
2016 models and are awaiting approval from the Environmental Protection Agency, Backer said. Older models will get
the same fixes, he said.

But not every Volkswagen dealer is fielding calls from angry customers.

Bill Haggerty, a sales manager at a VW dealership in the Chicago suburb of Oak Lawn, lllinois, said he hasn’t heard
concerns from customers so far. Diesels make up less than 20 percent of his business and draw the most interest from
customers looking for better gas mileage, he said.

“We have 200 Volkswagens in stock; three of them are Jetta diesels,” he said. “So, it’s not like every Volkswagen out

there has got a diesel motor in it. They sell an awful lot of cars with good gas mileage and great safety records.”

International Business Times:
Wit/ Awwew ibtimes.comfvolkswagen-dissel-scandal-ena-parthy-blame-2112874

Volkswagen Diesel Scandal: Is The EPA Partly To Blame?
By Cole Stangler @colestangler ¢ stangler@ibtimes.com on September 24 2015 2:10 PM EDT

Are emissions tests too easy? A Volkswagen car is pictured at a technical and testing center in Zenica, Bosnia and
Herzegovina, Sept. 23, 2015. Reuters/Dado Ruvic

Since Volkswagen admitted this week to cheating on pollution tests for years, there has been a flood of outrage.
Overwhelmingly, it is directed at the most obvious culprit: the German automaker, which admitted to equipping 11
million of its diesel cars worldwide with software specifically designed to reduce emissions during tests. But some critics
argue Volkswagen is not the only one to blame. Are the regulators at fault, too?

“Automakers have been able to exploit lax testing systems in the U.S. and Europe,” declared a Bloomberg editorial this
week. “Regulators owe it to both car buyers and the environment to make these systems more rigorous.”

In the United States, critics say, the Environmental Protection Agency isn’t as strong a watchdog as it should be. The
editorial board at Bloomberg says the EPA gives automakers like Volkswagen too much latitude in determining testing
conditions. The agency doesn’t have engineers on hand at the labs that actually conduct the exams, doesn’t vary its
testing routines enough and should have done more to detect the sneaky software gambit that will likely lead to the
recall of some 500,000 cars in the U.S.
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The EPA did not respond to requests for comment.

Volkswagen’s deception may be particularly widespread and therefore more egregious. But it’'s not the first company to
cheat American emissions standards. Hyundai and Kia acknowledged they overstated fuel economy standards on 1.2
million cars from 2010 to 2012. Last November, the companies agreed to a combined $300 million settlement with the
Justice Department and the EPA for doing so.

Still, Tyson Slocum, director of the energy program at consumer advocacy group Public Citizen, said it’s unfair “to claim
the EPA is responsible for a very sophisticated deception.”

Emissions tests in the United States consist of the following: Automakers put their cars on rollers at various testing sites
and run them through a set of federally approved maneuvers. Volkswagen duped the system by writing code into its
diesel cars' software that automatically switched them into a sort of “low-emissions mode” during these moves.

Even with a beefed-up team of monitors on hand at testing sites, Slocum said, Volkswagen'’s trick “would have been very
hard to catch." "Stopping a determined criminal is tough," he said, and “at the end of the day, you’ve got to hold the
primary entity accountable.”

At the same time, Slocum said, those complaining about the agency’s oversight methods or regulatory capabilities
should turn to federal legislators.

“Congress is to blame for the EPA’s light touch,” he said. He scoffed at the “Chicken Little” attacks from federal
lawmakers and industry alike that frequently deride the agency as a jobs killer. Since 2010, the agency has seen its
budget decline by 20 percent, or about $2 billion. (Earlier this month, before the emissions scandal broke, 20 members
of Congress filed articles of impeachment against Gina McCarthy, head of the EPA.)

Europe’s testing system, on the other hand, is widely seen as more hands-off than the United States'. Automakers there
comply with the New European Driving Cycle, a test that got its last major revision in the 1990s. It takes less time to
complete than its American counterpart and doesn’t properly simulate real-world conditions, critics contend, and
therefore is easier to game. A recent report from the U.K. Committee on Climate Change found the gap between official
and real-world emissions of new passenger cars rose from 10 to 35 percent between 2002 and 2014.

Officials from the European Environment Agency did not respond to requests for comment.

Bill Becker is the executive director of the National Association of Clean Air Agencies, a group that represents state and
local pollution control agencies. He said “the EPA certainly has a role but they don’t deserve a severe whipping about
what happened.”

Those concerned with preventing similar conspiracies in the future should look toward the judicial system, which has the
ability to set a strong deterrent effect, he said. Penalties wield far more influence over automaker behavior than any
changes to emissions testing procedures.

“The solution here is for the courts and the Justice Department to impose as severe a penalty as possible,” he said, “to
penalize so harshly that no other employer would ever consider this again.”

From: Gong, Kristiene

Sent: Thursday, September 24, 2015 2:48 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/24/2015
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Germany: VW cars with suspect software in Europe too
By Geir Moulson | AP September 24 at 12:19 PM

BERLIN — The software at the center of Volkswagen’s emissions scandal in the U.S. was built into the automaker’s cars
in Europe as well, Germany said Thursday, though it isn’t yet clear if it helped cheat tests as it did in the U.S.

A day after longtime CEO Martin Winterkorn resigned over the scandal, a member of Volkswagen’s supervisory board
said he expects more executives to step down. The company’s supervisory board meets Friday and could announce new

resignations then as well as a new CEO.

The U.S. Environmental Protection Agency disclosed Friday that stealth software makes VW’s 2009-2015 model cars
powered by 2.0-liter diesel engines run cleaner during emissions tests than in actual driving.

The EPA accused VW of installing the so-called “defeat device” in 482,000 cars sold in the United States. VW later
acknowledged that similar software exists in 11 million diesel cars worldwide and set aside 6.5 billion euros ($7.2 billion)

to cover the costs of the scandal.

The company has told officials that the vehicles in question included VW cars with 1.6-liter and 2-liter diesel engines in
Europe, German Transport Minister Alexander Dobrindt said Thursday.

“We don’t yet have figures for how many of these 11 million cars that are apparently affected are in Europe,” Dobrindt
said. “That will be cleared up in the next few days.”

Authorities will continue working with Volkswagen to determine what cars exactly are involved.
It isn’t yet clear to what extent the scandal affects other brands in the Volkswagen Group, which has 12 brands in all —
including Seat, Audi, Skoda and Porsche. It was also not clear whether the software would have led to VW cheating on

emissions tests outside the U.S. as well.

Dobrindt this week set up a commission of inquiry to look into the scandal. The motor transport authority is conducting
static and road tests on Volkswagen models and spot tests on cars made by other manufacturers, German and foreign.

In neighboring France, Environment Minister Segolene Royal on Thursday announced random tests of about 100 French
cars to ensure that their engines meet pollution standards in the wake of Volkswagen’s emissions scandal.

And the European Union’s executive Commission called on national authorities “to look into the implications for vehicles
sold in Europe and ensure that EU pollutant emission standards are scrupulously respected.”

Olaf Lies, economy and transport minister of VW’s home state Lower Saxony, which holds a 20 percent stake in the
company, said the investigation into the scandal was only just starting.

“There must be people responsible for allowing the manipulation of emission levels to happen,” he told rbb-Inforadio.

Winterkorn said Wednesday he took responsibility for the “irregularities” found by U.S. inspectors in VW’s diesel
engines, but insisted he had personally done nothing wrong.

VW is filing a criminal complaint with German prosecutors, seeking to identify those responsible for any illegal actions in
connection with the scandal.
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Other auto companies have seen their shares drop, too, though there have been no allegations they cheated emissions
tests.

On Thursday, shares in BMW dropped 5.2 percent to close at 75.68 euros after Germany’s Auto Bild magazine reported
that road tests by the International Council on Clean Transportation showed the BMW X3 xdrive model exceeding
European emissions limits by more than 11 times. It did not say what the cause for the alleged problem was.

BMW said in a statement that it was not familiar with the test and would ask the ICCT for clarification. It said that “the

BMW Group does not manipulate or rig any emissions tests.”

Reuters:
hito:/fuk.reuters.com/article /20157097 24/ uk-usa-volkswagen-letters-exclusive-ld UK KCNORDUAY 150924

Exclusive - VW recall letters in April warned of an emissions glitch
SAN FRANCISCO | BY ALEXANDRIA SAGE

In April of 2015, Volkswagen of America, Inc.(VOWG_p.DE) sent letters to California owners of diesel-powered Audis and
Volkswagens informing them of an “emissions service action” affecting the vehicles.

Owners were told they would need to take their cars to a dealer for new software to ensure tailpipe emissions were
"optimised and operating efficiently."

The company didn’t explain that it was taking the action in hopes of satisfying government regulators, who were
growing increasingly sceptical about the reason for discrepancies between laboratory emissions test results and real
world pollution from Volkswagen'’s diesel cars.

Officials at the California Air Resources Board and the EPA agreed in December of 2014 to allow a voluntary recall of the
company’s diesel cars to fix what Volkswagen insisted was a technical — and easily solved - glitch. The recall was rolled

out nationally over a period of months.

On Wednesday, California Air Resources Board spokesman Dave Clegern confirmed that the letters were part of that
recall. “This is one of the fixes they presented to us as a potential solution. It didn’t work,” he said.

Volkswagen, which had no obligation at the time it initiated the recall to disclose the discussions that had led to it,
declined to comment on the letter.

The controversy came to public attention last week after Volkswagen acknowledged it had deliberately deceived
officials about how much its diesel cars polluted.

The recall letter instructed owners of certain 2010-2014 Volkswagen vehicles with 2-liter diesel engines to contact
dealers for a software update in order to fix an issue with the malfunction indicator light illuminating.

“If the [light] illuminates for any reason, your vehicle will not pass an IM emissions inspection in some regions,” the
letter warned, noting that California required the update before it would renew vehicle registrations.

"The vehicle's engine management software has been improved to assure your vehicle's tailpipe emissions are
optimised and operating efficiently,"” read the letter, which said an earlier software update increased the likelihood of

the light illuminating.

It is customary for carmakers to perform updates to their cars through dealerships to fix or update software.
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Volkswagen has said that 11 million of its cars around the world could be affected in the scandal that broke last week.
The German company has set aside 6.5 billion euros (57.3 billion) in its third-quarter accounts to help cover the costs of
any fallout.

The U.S. Justice Department has launched a criminal probe and at least 25 proposed class actions on behalf of

consumers have already been filed in seven states.

WSI:
Rt S wwewwsioom/articles/vws-customers-feel-confusion-remorse- 1443051 169

VW’s Customers Feel Confusion, Remorse

Auto owners worry how emissions scandal will affect vehicles’ performance, resale value and compliance with clean-air
standards

By CHRISTINA ROGERS in Detroit and ERIC SYLVERS in Milan

Deborah Scott went shopping for a new car in 2010 and came back home with a diesel station wagon made by
Volkswagen AG. Fuel efficiency, low emissions and a peppy engine won her heart.

Now, she finds herself suffering from a case of buyer’s remorse. “l feel very confused,” said the 61-year-old retired nurse
practitioner from Chattanooga, Tenn.

Less than a week ago, the Environmental Protection Agency said the German maker of her car lied about its diesel-
emissions performance and is demanding a fix on nearly 500,000 affected vehicles on U.S. roads. That leaves owners,
such as Ms. Scott, wondering how that will affect performance, resale value and compliance with clean-air standards.

“I feel like I'm eventually not going to have the car that | initially agreed to buy,” said Eric Schoenecker, a Minnesota
owner of a 2013 diesel Jetta. A recent visit to Craigslist.com indicated resale value on cars like his have fallen 20% since
the emissions scandal emerged. The EPA says affected Volkswagens emit nitrogen oxides at up to 40 times the standard.

Volkswagen’s emissions headache has gone global, with the auto maker now saying 10.5 million additional vehicles
could be affected outside the U.S. On Wednesday, the company’s chief executive resigned amid a sharp decline in
market value and many investigations initiated in various countries.

Buyers, however, are primarily interested in answers that aren’t immediately forthcoming.

“All we've received so far are talking points from VW emphasizing that we tell customers this is not a safety issue,” Mike
Jackson, chief executive of No. 1 car dealer chain AutoNation Inc., said. “They tell us they will get back to us on how they
will bring cars into compliance.”

Volkswagen representatives said the company is investigating the matter and will be in touch with dealers and buyers as
soon as possible.

Dealers say traffic in Volkswagen showrooms is drying up in the U.S., deepening the pressure the auto maker has
experienced in recent years as market share has fallen. “As this story matures, we expect it to have more of an impact
on sales,” said one dealer, choosing to remain anonymous.

Volkswagen has 650 dealers in the U.S., and sold 238,000 vehicles through August—a 2.8% decline from the same period
in 2014 and far below other major auto makers selling cars in America. About 20% of those deliveries are diesel.

At some point, those dealers will need to employ a fix, according to EPA guidelines. Volkswagen, setting aside $7 billion

for the crisis, will have to pay for repairs. Meanwhile, cars are likely to pass emissions standards because they are fitted
with a device that enables cheating on emissions tests, the EPA said.
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Anna Stefanopoulou, a mechanical-engineering professor and engine expert at the University of Michigan, said a
permanent fix could be as simple as downloading new software for the car. Or, Volkswagen could be looking at a cost of
$2,000 a vehicle if new hardware needs to be installed.

Fuel economy, rated at more than 40 miles a gallon for some diesel models sold by VW, will take a hit. Consumption
could rise 5% to 7% at high speeds or other driving conditions because components needed to clean emissions can dent
engine performance.

Some doubt the solution will be simple.
“A software fix in the U.S. seems very unlikely because the emissions are so much higher than is allowed,” Paolo

Martino, a Frost & Sullivan consultant, said. Any adjustment would probably so radically “change the performance of the
cars that consumers would no longer want to own them.

Wired:
rtonfwwew wired com//2015/0% fvw -poine-pav-smog-scandal-much/

Eric Niiler

VOLKSWAGEN ISN'T GOING to get away with this. You don’t (allegedly!) fake emissions data for a few million cars and
just walk away. But what the German automaker’s punishment will be, and how much it's going to hurt—those are still
open questions.

The final decision will be up to lawyers at the US Environmental Protection Agency and Department of Justice. That
latter agency has opened a criminal probe into the company’s {(alleged!) emissions software tampering shenanigans. But
based on precedent and the outlines of what Volkswagen actually seems to have done, we can make a few predictions.

If US officials absolutely throw the book at VW, EPA rules stipulate a maximum fine of $37,000 per affected car. At
482,000 cars on American roads, that comes to $18 billion. But according to attorneys who work on these kind of cases,
that number is way too high for what'll actually happen. The biggest fine of this kind to date was $1.2 billion, a criminal
penalty that Toyota paid in 2014 for concealing information about faulty ignition switches that triggered sudden
accelerations.

But that was for a mechanical breakdown. For a closer analogy we could look back to 1998, when seven truck
manufacturers including Caterpillar and Mack together paid $1 billion for installing defeat devices—sounds familiar—in
tractor trailer and pickup trucks. A year before, Ford paid a relatively paltry $7.8 million to settle allegations the
company violated the Clean Air Act by yes, installing defeat devices—this time in Econoline vans. But the company also
paid $2.5 million in emissions offsets and $1 million to study new technology that fought emissions. So it’s possible VW
might have to pony up for regulatory violations as well as smog offsets for what they actually emitted.

As a matter of process, regulators will want a fine that’s big enough to work not only as punishment for VW but as a
deterrent to anyone else who might think about trying something similar. It can’t just be the cost of doing business.
“There aren’t a lot of examples of this kind of conduct,” said one private attorney who has handled pollution
settlements between major companies and the government. “There are a fair number for failure to disclose, or even
covering it up. But to actually plan a violation? That’s pretty extraordinary. This will be the highest penalty EPA ever
assesses.”

Yeah, but how high? To figure that out, EPA lawyers have a lot to consider. Specifically, EPA will want to know what kind
of economic benefit VW got from rigging emissions controls. The company claimed greater engine power, performance,
and gas mileage, and charged more for the engine than a gasoline engine in a comparable vehicle. VW also got a
marketing benefit, donning a green mantle by touting its “clean diesel” technology.
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On the other hand, EPA regulators will also factor in what VW does to fix the problem. The company said Tuesday it was
setting aside more than $7 billion for repairs. EPA might build that consideration into its calculations and lower the fine
accordingly.

That's all on the civil, regulatory side. DOJ’s criminal probe could lead to prosecutions of the executives in Germany who
approved the so-called “defeat device.” Like the bumper sticker says, a fine is a tax for doing wrong. Prison time,
though? That's a whole other kind of serious.

But if you believe Gilbert and Sullivan and think the punishment should fit the crime, than what was this {alleged!)
crime’s actual shape? Yes, VW diesel-powered lettas, Passats, Golfs, and Beetles {(and an Audi) polluted more during
real-world driving than their annual smog tests said they would. But how much more? Tests performed by the
International Council on Clean Transportation in 2013 revealed that the VW cars emitted anywhere from 5 to 35 times
more nitrogen oxide pollution than allowed by law. So with the help of some air pollution experts, let’s do a little back-
of-the-envelope figuring. Making it easy on ourselves, we'll use a midpoint of a 20X increase in emissions. Assuming
482,000 cars in the United States with, oh, say, a 120,000-mile lifetime of a diesel engine, VW’s US fleet produced
46,657 more tons of harmful, smog-forming NOx pollution than anyone knew.

Now, cars in California alone emitted 161,000 tons of NOx in 2011, according to EPA. (California has a lot of cars.) But

still—that’s a lot more smog than anyone planned for.

Vox:
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How many deaths did Volkswagen's poliution scandal cause?
A back-of-the-envelope estimate.
Updated by Brad Plumer on September 24, 2015, 8:58 a.m. ET @bradplumer bradi@vox.com

This week, Volkswagen admitted that it had secretly rigged as many as 11 million diesel cars worldwide so that their
pollution controls only worked when they were being tested by regulators. The rest of the time, while the cars were
actually being driven, they emitted smog-forming nitrogen oxides at 15 to 35 times higher than the US legal limit.

So how much extra pollution is Volkswagen's deception responsible for? And, since we know air pollution is already
harmful, how many additional deaths might those extra emissions cause? What follows is a very rough, back-of-the-
envelope estimate based on what we know so far. (Spoiler: the premature death numbers range from single digits to
hundreds per year. Like | said, rough.)

1) How much extra pollution do Volkswagen's cars cause? By my calculations, Volkswagen's 482,000 deceitful US cars
are currently adding between 5,800 to 14,200 additional tons of nitrogen oxide pollution (NOXx) to the atmosphere per
year, assuming the cars are driven the US average.*

Extrapolating that out to 11 million cars around the world, and assuming the rest of the cars are driven the European
average, we get somewhere between 86,800 and 212,500 additional tons of NOx emissions per year.**

Now, there are lots of assumptions and simplifications embedded in those estimates, particularly around how many
miles VW's cars are actually driven. But that's ... potentially a large amount of extra NOx pollution. At the high end
globally, it's 20 times what a typical coal plant without emission controls puts out in a year.

2) How many deaths might that extra pollution cause? We know NOx pollution is harmful — current emissions from all

the world's cars, trucks, factories, and power plants already cause various health ailments and contribute to thousands
of deaths each year. What we're interested in is the additional toll caused by Volkswagen's illegal pollution.
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This is a bit trickier to calculate. Certain types of nitrogen oxides are harmful both both because they can irritate the
lungs and because they can help form damaging particulate pollution and smog. Higher smog levels have been linked to
respiratory illnesses, increased asthma attacks, and even premature deaths (especially among the sick or elderly). The
complicated part is that the exact levels of smog formation can vary from place to place, depending on sunlight,
temperature, local winds, and other factors. What's more, the exact harm can depend on where the pollution occurs,
how dense the area is, and so on.

Still, we can get ballpark figures using data from the Environmental Protection Agency, which calculates that every ton of
NOx from vehicles in the United States leads to somewhere between 0.00085 and 0.0019 premature deaths. (Note that
this only includes impacts from particulate formation, not smog effects, which are harder to quantify. See p. 40 of this
report.)

Using these figures, the estimated extra pollution from Volkswagen's US cars can be expected to lead to an additional 5
to 27 premature deaths per year. If we extrapolated worldwide to all 11 million vehicles, that would come to
somewhere between 74 and 404 premature deaths each year.***

Again, this is a back-of-the-envelope exercise, not a peer-reviewed scientific analysis. Criticisms and refinements are
welcome. But the broader point is that air pollution can cause genuine harm, up to and including killing people. The
United States and Europe have been trying to limit that health damage over the last 50 years by putting pollution limits
in place. And, by evading those limits, Volkswagen's actions had real consequences.

{As counterpoint, Volkswagen's cheating might have been mildly helpful for global warming efforts. The company
appears to have rigged the cars so that they would get slightly better fuel economy. And NOx emissions can have an
indirect cooling effect. That said, this effect is likely to be smaller in the grand scheme of things. And this really isn't the
way to go about solving climate change...)

Footnotes and updates:

* Here's how | estimate US pollution: the current Tier2-Bin5 lifetime standard for NOx emissions in the United States is
0.07 grams per mile driven. Testing by the ICCT has said Volkswagen's 482,000 clean diesel cars in the United States
were emitting NOx at 15 to 35 times that standard, depending on how they were driven. And the average US car is
driven 11,244 miles in a year. So multiply those numbers together, subtract out the "legal” pollution, convert to tons,
and you get your range of additional pollution caused by VW's cars.

(Note that this estimate is for the current year. VW's cars were obviously sold in stages, so the pollution impact is
smaller the further you go back in time.)

** For the global figures, I'm assuming the pollution controls in the remaining 10.5 million Volkswagen diesel cars with a
Type EA 189 engine worked the same way and produced similar levels of additional pollution. I've updated this section
by also assuming the rest of the cars were driven the European average of around 7,170 miles per year (since most of
them were likely in Europe). That lowered the global pollution estimates from an earlier version.

**%* This global estimate of health impacts might well be low, since a simple extrapolation from US data isn't ideal. The
World Health Organization's research suggests that NOx pollution can have even higher mortality effects in some parts
of Europe (due to higher population density), but we'd really have to know where the rest of Volkswagen's 11 million
problematic diesel cars are being driven to get any more precise.

From: Gong, Kristiene

Sent: Thursday, September 24, 2015 2:19 PM

To: Purchia, Liz; Allen, Laura; Abrams, Dan; Reynolds, Thomas; Conger, Nick; Senn, John; Millett, John; Birgfeld, Erin;
Hull, George; Daguillard, Robert; Valentine, Julia

Cc: Smith, Roxanne

Subject: RE: Volkswagen Clips 9/24/2015
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Volkswagen and the EPA’s Dirty Little Secret
87 SEPT 23, 2015 3:50 PM EDT
By Editorial Board

Cheating reflects badly, first and foremost, on the cheater -- and so it is with Volkswagen, whose shocking manipulation
of U.S. emissions tests continues to exact a price in market value, legal costs and reputation. At the same time, it's not
unreasonable to ask how the cheating happened in the first place, and that question implicates more than just
Volkswagen.

For years, automakers have been able to exploit lax testing systems in the U.S. and Europe. Regulators owe it to both car
buyers and the environment to make these systems more rigorous.

As things work now in the U.S., carmakers test their own vehicles and send the results to the Environmental Protection
Agency, whose engineers review them and, usually, apply a rubber stamp. The EPA allows manufacturers broad latitude
in determining test conditions, an invitation to hanky-panky. The agency does some independent, random testing -- but
on just 10 percent to 15 percent of new models. Only in rare cases does it test cars that have actually been driven off the
lot.

The problems with this regime were obvious even before VW's shenanigans. In 2013, Consumer Reports found that 55
percent of hybrids and 28 percent of turbocharged cars fell short of their EPA fuel-efficiency ratings. Last year, the
Justice Department reached a $350 million settlement with Hyundai and Kia for overstating gas mileage. Ford,
Mercedes, Mini and other manufacturers have restated their official mileage ratings in the last three years, usually
under threat of consumer lawsuits.

Europe, where automakers also test their own vehicles, has its own issues. Just before the VW scandal broke, a
European environmental advocacy group released test results showing major discrepancies between lab and real-world
emissions in cars made by BMW, Mercedes and Opel. The European Commission has announced that all passenger cars
will be undergo "real world" emissions testing starting in 2017.

Any system will inevitably rely on self-reporting to some extent. Government regulators simply don't have the money or
personnel to test every new vehicle. But they can enact safeguards on a system that is all too easy for carmakers to
game.

First, the EPA should have some of its engineers on hand at the industry labs to oversee compliance. Carmakers have a
bevy of little tricks that can increase efficiency -- low-resistance tires, removing side mirrors and taping over cracks
between panels -- and while the EPA has done better than the Europeans at closing loopholes, vigilance must be
maintained. The agency should also vary the testing routines periodically so that carmakers won't know in advance
exactly what they are in for. (The current regime's predictability may well have been a big part of VW's successful
deception.) The EPA should consider following the EU's lead with on-the-road studies, for gas mileage as well as
pollutants.

Also, the so-called defeat device VW used to game the emissions test was actually a pretty simple software tweak. It
shouldn't be too hard for the EPA to invest in some computer forensic capabilities to track what's going on in our
increasingly computerized vehicles.

Just as important, there need to be greater consequences for cheating. Any company caught in violation should lose its

self-monitoring rights for a number of years. It should have to dig into its own pockets for trials by neutral third parties,
such as parts manufacturers, which have the necessary equipment.
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What Volkswagen did appears to be in a category all its own, and it deserves special condemnation. But other carmakers
game the system, and regulators tolerate it. That is the dirty little secret of emissions and efficiency testing, and the EPA
needs to clean it up.

Financial Times:
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EPA surprised by scale of Volkswagen’s deceit
Barney Jopson in Washington and Andy Sharman in London

The US regulator that exposed Volkswagen for cheating on emissions tests has been taken aback by revelations that the
German carmaker’s deception extended to millions of vehicles far beyond American shores.

“It's clear that the company went above and beyond in its efforts to game the system and deceive consumers. The
agency has a very robust emissions testing programme. So this deceit was significant,” according to a senior
Environmental Protection Agency official close to the investigation.

The EPA announced on Friday that VW had admitted instal